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THURSDAY, JANUARY 31, 1957 


Unrrep States SENATE, 
SENATE PERMANENT SUBCOMMITTEE ON INVESTIGATIONS, 
OF THE CoMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D. C. 


PROCUREMENT OF CAPS 


The subcommittee met at 2:15 p. m., pursuant to Senate Resolution 
188, agreed to February 16, 1956, in room 357, Senate Office Building, 
Senator John L. McClellan (chairman of the subcommittee) 
presiding. 

Present: Senator John L. McClellan, Democrat, Arkansas; Senator 
Karl E. Mundt, Republican, South Dakota; Senator Chapman 
Revercomb, Republican, West Virginia. 

Also present: Robert F. Kennedy, chief counsel to the subcommit- 
tee; James N. Juliana, chief counsel to the minority; Carmine S. 
Bellino, staff member; Ruth Y. Watt, chief clerk. 

(Members present at the convening of the afternoon session: The 
chairman and Senator Revercomb. ) 

The Cuarrman. The committee will come to order. 

We are resuming public hearings particularly on the investigation 
we conducted last year that involved the procurement of caps and 
other articles of clothing by the Quartermaster Corps for the Air 
Force. At that time we were unable to conclude all of our work in that 
particular inquiry. Therefore, we will begin on it again at this time. 

Counsel, call your first witness. 

Mr. Kennepy. Mr. Chairman, before we do, could I submit some 
documents. 

First, a question arose last year about Col. Louis Shirley staying 
at the Plaza Hotel in New York, and having his bill paid in February 
1952 by the Kravitzes. That was for February 20, 1952. We found 
there that there was a registration card of some kind made out by 
Colonel Shirley. Here is a registration showing that a Col. Louis 
Shirley from Garden City, N. Y., stayed at the hotel Governor Clinton 
for the same evening. I thought in fairness to Colonel Shirley we 
should put that into the record. That shows him staying at that hotel 
the same evening. 

The Cuamman. Does this corroborate that? 

Mr. Kennepy. There was evidence presented by the manager of the 
Hotel Plaza that he had stayed at that hotel on this night. Colonel 
Shirley stated that he had not. He then came forward with these 
documents from the Hotel Governor Clinton showing that at least 
Col. Louis Shirley received a bill for staying at the Governor Clinton 
Hotel for the same night. 

2091 
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The Cuatrman. Is Colonel Shirley here today ? 
Mr. Kennepy. No, he is not. 


The Crarrman. But he has presented these documents in support 
of his own testimony ? 


Mr. Kennepy. That he did not st vy at the Plaza Hotel. 


The Cuamman. They may be printed in the record at this point. 
(The documents referred to follow :) 
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Mr. Kennepy. We had a question, also, Mr. Chairman, as to 
whether Colonel Shirley had stayed at the Ritz Hotel in Paris and 
had his bill paid by the Kravitzes when he visited Paris. Colonel 
Shirley was initially of the opinion that he had stayed at the Hotel 
California. We have this letter from the Hotel California that had 
been sent to Colonel Shirley, stating that although there was a request 
for a reservation, that Colonel Shirley had never stayed there. 

The Cuatrman. And Colonel Shirley supplied this ? 

Mr. Kennepy. He did. 

Senator Rrevercoms. Who made the charges against Colonel Shirley 
that are now refuted by these exhibits ? 
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Mr. Kennepy. No; they are not refuted. These are questions that 
were asked, and there was some information and evidence on the 
Hotel Plaza, Senator Revercomb. On the Hotel California, and the 
Hotel Ritz in Paris, there was a question as to whether Colonel Shirley 
had stayed at the Hotel Ritz with the Kravitzes. We produced rec- 
ords showing that he had. He said that to the best of his recollection 
he stayed at the Hotel California. He made inquiry, and now there 
is this letter saying that he did not stay at the Hotel California. 

We have some photostats of the registration cards at the Hotel 
Ritz, showing that Colonel Shirley did stay at the Hotel Ritz and 
did stay in rooms 107 and 108, and that Kravitz was staying in room 
108 with him, and Mr. Stritzler was in room 107. 

The Cuatmman. Were these supplied by Colonel Shirley ? 

Mr. Kennepy. No. 

The Cuatrrman. Anything that was supplied by him should be 
placed into the record, since it will be under oath. 

Mr. Kennepy. This was supplied to you, Mr. Chairman, by a letter 
from the General Accounting Office, which made this investigation 
for the committee in Paris, and found that Colonel Shirley did stay 
with the Kravitzes for two nights. The explanation of these docu- 
ments is in the letter from the Comptroller General of the United 
States. 

The Cuarrmayn. I will place them in the record, but I want Colonel 
Shirley advised that they are being placed into the record so that 
he will be given an opportunity to refute them. 

Mr. Kennepy. Colonel Shirley was advised and told that he could 
be here today if he wanted to, and that these documents would be 
placed into the record. 

The Cuairman. What was his response? 

Mr. Kennepy. Through his attorney, we heard that he was not 
going to attend. 

The CHarrman. We will place them in the record and _ notify 
Colonel Shirley that they have been placed into the record. The 
committee will be glad to hear him on this. 

I will also place into the record this letter from the Comptroller 
General of the United States, with the explanation of the hotel records. 
Colonel Shirley should be notified we have placed his documents into 
the record, those which he submitted, and also the documents which 
we received. He should be given an opportunity to appear, if he 
desires to do so. 

Mr. Kennepy. As I say, he was told about this session. 

The Cuarrman. We will give him another opportunity. The mem- 
bers of the staff will write him a letter and tell him he may appear. 
Identify the —— being placed into the record, and tell him 
he may appear. The committee will hear him, will hear any comment 
or Re iantion he e: ares to make about it. 

(The documents referred to follow :) 


Horter CaALirorniA, July 5, 1956. 


Col. Louis H. SuHIRtey, 
Fort Lee, Va. 

Deak Str: Your letter dated June 28 has received all our attention. 

After thorough searches through our books, it appears that a reservation was 
made in your favor from April 22, 1952, but this reservation has been canceled, 
and we never found any trace of your stay here, even looking through our records 
from January 1, 1952, to September 1952. 
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With all our regrets, and assuring you of our best attention, we remain, dear sir, 


Yours very truly, 
R. Marki, Manager. 





COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, October 15, 1956. 


Hon. JoHn L. McCLELLAN, 
Chairman, Senate Permanent Subcommittee on Investigations, 


Committee on Government Operations, United States Senate. 

Dear Mr. CHAIRMAN: Reference is made to your letter dated July 10, 1956, 
requesting, among other things, certain information regarding the registration of 
Col. Louis H. Shirley, at the Ritz Hotel, Paris, France, for the period April 22-24, 
1952, and to the information previously furnished your committee in connection 
with your request. 

Ionclosed is a copy of a letter from the Director, European Branch, General 
Accounting Office, dated October 5, 1956, enclosing a file received from the 
American Embassy, Paris, consisting of a memorandum from the Prefecture de 
Police; photostatic copies of police-book records of the registration of Colonel 
Shirley and three American citizens (Messrs. Kline, Jr., Stritzler, and Kravitz) 
in a Paris hotel; and a memorandum from the Security Officer in Charge, Ameri- 
can Embassy, Paris, which explains the entries on the photostats and relates 
them to the Ritz Hotel, Paris. 

Mr. Calabrese of your staff has been advised by telephone that this informa- 
tion has been received. 


Sincerely yours, 
JOSEPH CAMPBELL, 


Comptroller General of the United States. 


OctToseR 4, 1956. 
Mr. SmirnH Btrarr, Jr., 
United States General Accounting Office, Paris, Security Officer in Charge, 
American Embassy, Paris. 
Photostats of Police Book, Hotel Ritz. 

Attached hereto is a translation of the letter from the Office of the Prefect, 
Paris Prefecture of Police, dated October 1, 1956, with photostats of entries in the 
police book. 

Mr. Ernest Albert Stocanne, senior investigator, Security Section, American 
Embassy, Paris, was shown the attached photostats on October 3, 1956, and he 
recognizes them as being photostats of entries in the police book, Hotel Ritz, Paris. 
From left to right, he identified the columns as follows: (1) Line number of the 
page, (2) room number, (38) last name, (4) other names, (5) date of birth, (6) 
and (7) place of birth, (8) oceupation, (9) and (10) residence address, (11) 
means of identification, (12) date of issuance of identification, (13) place of 
issuance of identification, (14) serial number of identification document, (15) 
date of arrival at the hotel, (16) date of departure from the hotel. 


REPUBLIQUE FRANCAISE, 
CABINET DU PREFET, 
PREFECTURE DE POLICE, 
Paris, October 1, 1956. 
To the AMERICAN AMBASSADOR IN FRANCE. 

By letter of June 22, 1956, vou requested photostats of the police books of the 
hotels at which Cojonel Shirley and three American citizens had put up during 
their stay in Paris. 

I am pleased to send you herewith the said documents. 

(Police records referred to appear facing this page.) 


The Cuatrman. Proceed. 

Mr. Kennepy. Lt. Col. James B. Weeks. 

The Cuarmman. Come forward, Colonel. 

You do solemnly swear that the evidence you shall give before this 
Senate Investigating Subcommittee shall be the truth, the whole truth, 
and nothing but the truth, so help you God ? 
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Colonel Weeks. I do. 
TESTIMONY OF JAMES B. WEEKS, LIEUTENANT COLONEL, USAF 


The CruamrMan. Please give your name, your place of residence, 
your rank and your term of ser vice in the Air Force. 

Colonel Wrrxs. My name, sir, is James B. Weeks, lieutenant: col- 
onel, USAF. My current residence is 87 Grand Boulevard Extension, 
Shelby, Ohio. My current position is that of acting director of supply 
and services of the Shelby Air Force Depot, Shelby, Ohio. I am 
now in my 16th year of service. 

The CuarrMan. You know your privilege, if you desire to exercise 
it, to have counsel present to advise you as to your legal rights? 

Colonel Weeks. Yes, sir. 

The CHatrMan. You waive counsel? 

Colonel Weeks. Yes, sir. 

The Crarman. All right, Mr. Kennedy, proceed. 

Mr. Kennepy. Colonel Weeks, as far as Shelby Air Force Base, 
what is that? Is that a depot for Air Force clothing? 

Colonel Weeks. Yes, sir; it is. In the Air Mater iel Command sup- 
ply system, there are normally two depots for the distribution of any 
material. Clothing is one of them. In our case, Shelby is what we 

call the prime depot which serves the eastern half of the United States 
as well as certain areas overseas, those normally serviced by the east 
coast ports. and our opposite depot is at Maywood, Calif., which 
services the western half of the United States and those areas nor- 
mally serviced by the western ports. 

Mr. Kennepy. What percentage of the clothing that the Air Force 
procures comes through your base at Shelby ? 

Colonel Werks. Approximately 60 percent. 

Mr. Kennepy. On approximately June 20, 1955, was there a letter 
put out by General Rawlings, of Shelby Air Force Base, stating that 
certain types of materials or clothing that had been purchased had 
been found defective, and that they were receiving numerous com- 
plaints from your bases throughout the world, and that this clothing 
was coming in defective ? 

Colonel Werks. Yes, sir. 

Mr. Kennepy. And that these complaints had been made by both 
enlisted men and officers, as far as the clothing that they were receiv- 
ing from the Air Force? 

Colonel Werks. Yes, sir; that is correct. 

Mr. Kennepy. Have you copies of those directives that were put 
out ? 

Colonel Werks. Yes; I have it here. 

The CHARMAN. For brevity, you may summarize the letter, and 
then it may be printed in full in the record immediately following 
your summary. Just give us generally what it states. 

Colonel Wrrxs. General Rawlings, who is the commander of the 
Air Materiel Command, was made aware of the fact that many Air 
Force field activities were complaining, both orally and in writing, 
that the quality of clothing being received from the depot system was 
below standard. Therefore, this letter indicates the fact that there is 
or was at that time a substantial quantity of substandard clothing in 
the system, and it told Shelby Air Force Depot to take immediate 
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steps to purge the Air Force stocks of this material, and to also take 
steps to insure that future receipts did meet the quality standards re- 
quired by the Air Force. 

The CuHairman. I see paragraph 2 of the letter states: 


2. Immediate and positive steps must be taken to purge Air Force stocks of 
unsalable clothing and to preclude the entrance of substandard quality clothing 
into the Air Force supply system. 

Colonel Werks. Yes, sir. 

The Cuatrman. That was the general complaint, that the clothing, 
a great deal of it, was of substandard quality ? 

Colonel Werks. Yes, sir. 

The Cuamman. And it was not up to the standards and require- 
ments of procurement ? 

Colonel Werks. Yes, sir; that is correct. 

The Cuairman. This letter may be printed in full in the record at 
this point. 

(The letter referred to follows :) 

JUNE 20, 1955. 
Subject: Inspection of Airman Clothing Procured by the Quartermaster. 
To: Commander, Shelby Air Force Depot, Wilkins Air Force Station, Post Office 
Box 524, Shelby, Ohio. 

1. The substandard quality of airman clothing, procured by the quartermaster 
for the Air Force, has become a matter of great concern to this headquarters. 
Serious complaints have been received from several of the major commands. 

2. Immediate and positive steps must be taken to purge Air Force stocks of 
unsalable clothing and to preclude the entrance of substandard quality clothing 
into the Air Force supply system. 

3. In order to accomplish the above, it is requested that the following actions be 
taken: 

(a) Inspect all clothing in stock at your depot and in sales stores at Air 
Force bases under your supply responsibility where any doubt exists as to its 
serviceability, quality, or appearance. Segregate all rejected clothing by contract 
number and manufacturer. 

(b) Institute rigid receiving inspection procedures at your depot in order to 
assure that any substandard clothing is rejected upon receipt and is not allowed 
to enter the Air Force supply system. 

4. When the action outlined in paragraph 3 (a) above has been accomplished, 
the Directorate, Supply (MCS), this headquarters should be advised of the results 
so that instructions can be issued for disposition of the rejected clothing. Cloth- 
ing rejected under paragraph 3 (b) above, will be reported to the Commanding 
Officer, Headquarters Quartermaster Inspection Service Command, Philadelphia 
45, Pa., with copies to the Directorate, Supply (MCS) and Quality Control 
(MCQ) this headquarters. Clothing rejected under paragraphs 3 (a) and 3 (b) 
above by Maywood Air Force Depot will be reported to your depot for action 
as indicated above. Copies of these reports should also be furnished this head- 
quarters. 

5. If assistance or additional information is desired in accomplishing the above, 
request for such assistance or information should be made to the Chief, Quality 
Control, this headquarters. 

BE. W. RAWLINGS, 
General, United States Air Force, Commander. 


The Cuarman. Are there any further comments on General Raw- 
ling’s directive ? 

Colonel Weeks. I might make this one observation, sir: The cloth- 
ing that was causing the difficulty here was procured during the 
Korean buildup. It was probably unfortunate that the Air Force was 
at the same time introducing the new blue uniform for the first time. 
Asa result, we were extremely short of blue clothing. So much so that 
the field commanders were willing to take and use just about anything 
they could get, in the early part of the Korean conflict. There were 
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complaints at that time, too, but they were relatively minor, because 
the clothing was so badly needed. It wasn’t until after the stocks had 
been built up and the Korean thing was resolved that this item began 
to receive the attention that resulted in the General’s letter. 

Mr. Kennepy. One of the types of clothing that was found to be 
defective was caps; is that right ? 

Colonel Weeks. Yes, sir. 

Mr. Kennepy. Air Force caps? 

Colonel Werks. That is correct. 

Mr. Kennepy. Did you cause, or was there caused to be, an inspec- 
tion of Air Force caps after the directive from General Rawlings? 

Colonel Werks. Yes, sir, there was. 

Mr. Kennepy. Would you explain what happened after that, which 
was caused to be done? 

Colonel Werks. As a result of the general’s letter, we did three 
things at the depot. The first thing we did was to prepare a directive, 
which we call a technical order, which prescribes inspection procedure 
to be used by the depot and by field activities, outlining the methods 
by which caps, among other items, are to be inspected. Secondly, we 
instituted a program whereby all future receipts from contracts were 
given the same sampling inspection that was given by the Army 
Quartermaster inspection command at the time the items were inspec- 
ted by the Government. Third, we instituted a program of 100-percent 
inspection on all service caps that were shipped from our depot stocks 
to using activities. 

The CuarrMan,. Let me ask you this: Do you have a copy of General 
Rawlings’ memorandum of June 20, 1955, before you ? 

Colonel Weeks. Is that the one, sir, to the Quartermaster General 
of the Army? 

The CHArRMAN. Yes. 

Colonel Weeks. Yes, sir, I believe I do. 

The Cuarrman. That may be inserted in full in the record at this 
point. 

(The document referred to follows:) 

JUNE 20, 1955. 
Subject: Substandard clothing being received by the Air Force. 
To: The Quartermaster General, Department of the Army, 28d and T Streets SW.., 
Washington, D. C. 

1. For a long period of time much of the clothing procured by the Quarter- 
caster Corps, under military interdepartmental purchase requests from the Air 
Force, has been of substandard quality. The rapid buildup required by the 
Korean hostilities may have made it necessary to place contracts with certain 
manufacturers who produced clothing of marginal quality. This need no longer 

sts. 

“a situation is serious, Air Forcewide, and has reached the point where the 
morale of airmen is being affected. This command is taking immediate and 
positive steps to correct the situation by (1) inspecting all clothing in Air Force 
depots and in the sales stores at Air Force bases, and (2) installing rigid receiving 
inspection procedures at the depots receiving airmen clothing. 

3. It is requested that your office take whatever actions that may be necessary 
to assure placement of procurment with reliable manufacturers, assure adequate 
inspection by your quality-control personnel, and to refuse to grant deviations 
to clothing specifications which may affect quality, serviceability, or appearance. 


4. It is requested that this headquarters be advised of the actions taken by your 
office in this matter. 


BE. W. RAWLINGS, 
General, United States Air Force, 
Commander. 











rl 
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The Caiman. I read from paragraph 2 of that directive: 


2. The situation is serious, Air Force wide, and has reached the point where 
morale of airmen is being affected. This command is taking immediate and 
positive steps to correct the situation by (1) inspecting all clothing in Air Force 
depots and in the sales stores at Air Force bases, and (2) installing rigid receiv- 
ing inspection procedures at the depots receiving airmen clothing. 

Is that correct ? 

Colonel Weeks. Yes, sir. 

Senator Revercoms. These defective clothing that you found there 
= for both officers and enilsted men ? 

Colonel Werks. Yes, sir. In the Air Force, there is no distinction. 
Officers and airmen wear the same uniform. 

Senator Revercoms. But it applied both to the officers and enlisted 
men ¢ 

Colonel Weeks. Yes, sir. 

Senator Revercoms. What do you mean by 100 percent inspection ? 
Does that mean each cap is inspected ? 

Colonel Werks. Yes, sir, each one. 

Senator Revercoms. How many caps did you have at the depot? 

Colonel Werks. Well, sir, I don’t know the exact inventory at the 
time we started the program. However, during the course of the 
program, we inspected a total of 65,504 caps. 

Senator Revercoms. And did that same inspection go to other 
clothing ? 

Colonel Werks. Yes, sir. We actually used the 100 percent in- 
spection device on 4 major uniform components and later on we ex- 
tended it to the fifth. 

Senator Revercoms. What were the five? 

Colonel Weexs. Cotton khaki shirts, cotton khaki trousers, low 
quarter shoes, the oxford shoes, and service caps. Later on we also 
added blue oxford shirts. 

The CrHarrMan. You inspected some 65,000 caps at your depot? 

Colonel Weeks. Yes, sir. 

The Cuarmman. Did you inspect any caps of the Ideal Uniform 
Cap Co.? 

Colonel Werks. Yes, sir. 

The CHatrMan. How many of those did you inspect ? 

Colonel Werks. 19,843. 

The Crairman. How many of them were below standard or defec- 
tive? 

Colonel Weeks. 5,990. 

The CHarrman. What percentage is that? 

Colonel Werks. 30.18 percent, sir. 

The Cuarrman. Name the other companies, the other caps that you 
inspec ‘ted. 

Colonel Wrrxs. We inspected the caps of 10 different companies. 
Idea! Uniform Cap Co., Mid-City Uniform Cap Co., Philadelphia 
Uniform Cap. Co., Society Brand Hat Co., Rite Style Model Cap 
Co., Sherr Bros., Uniform Cap Co., Bancroft, Art Cap Co., and the 
Empire Manufacturing Co. 

The Cxarrman. Do you have a chart there or a compilation of the 


caps, the different companies you inspected and the percentage of 


defectiveness ? 


Colonel Weeks. Yes, sir. 
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The CuarrMan. Will you place that chart in the record at this point, 
to be printed in the record ? 


Colonel Werks. Yes, 


sir. 


(The document referred to follows :) 


Result of 100 percent inspection on material purged from stock at SAFD— 
Current to January 1957 
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Units defective | Combat serv- | 
Units | iceable 
Contractor in- a sige ediicelipiaeedt ik sie sicastiliiaiin 
spected| | 
Quan-| Per- | Quan-| Per- | Quan-| Per- | Quan-| Per- 
tity | cent tity cent tity cent | tity cent 
| 
Ideal Uniform Cap Co_._---| 19, 843 5,990 | 30.18 4, 128 20. 80 81 0. 40 1, 781 | 8. 97 
Mid-City Uniform Cap Co_| 32,714 6,634 | 20.27 4,987 | 15.24 31 | .09 1, 616 4.93 
Philadelphia Uniform Cap | | 
Co.. din cin a lieben 1, 572 273 17. 36 199 12. 65 | 0 . 00 74 | 4.70 
Society Brand Hat Co-_----. 2, 302 211 9.16 157 6. 82 | 4 | 17 | 50 | 2.17 
Rite Style Model Cap Co-_-| 3,949 350 8. 86 252 6. 38 2] . 05 | 96 | 2. 43 
Sherr Bros Rice ode 3, 285 | 274 8. 34 | 229 6. 97 7 | . 21 | 38 1.15 
Uniform Cap Co...--------- 135 | 8| 5.92 3|} 222 1} .74 4} 2.96 
WEE Sock ahd st cecdsone 794 13 1. 63 | 9 | 1.13 0} . 00 | 4 . 62 
Rot See Os... 2h 705 5 .70 5 .70 | 0 00 | 0 | . 00 
Empire Manufacturing Co-.- 205 0 . 00 | 0 | - 00 | 0 | . 00 | 0 . 00 
isthe thon beh ne 65, 504 |! 13, 758 j; 21.01 9,969 | 15. 21 | 126 .19 | 3,663 5. 59 








1Current inventory totals, 15,938, consisting of 9,793 combat serviceable; 3,843 con- 





demned ; 2,302 reparable. Difference between figures represents receipts from bases. 


NotTE.—100 percent inspection was stopped Sept. 1, 1956. 


The Cuatrman. What was the lowest percentage of defective caps 
you found out of those 10 companies whose products you inspected ? 
Colonel Werks. The lowest percentage, sir, was zero, actually, the 
Co. We only inspected 205 caps from that 
company and none of them were found to be defective. 
The Cuarrman. And the next lowest ? 
Colonel Wrrexs. The Art Cap Co. at 0.70 percent. 
The Cuairrman. And the next lowest ? 
Colonel Werks. Bancroft, 1.63 percent. 
The Cuatrman. They range from 1.63 on up. I see 2 companies, 
Sherr Bros., 8.34 percent defective, and Rite Style Model Cap Co., 
Is that right? 
Then there are the three highest. 


Empire Manufacturing 


8.86 percent defective. 


this. 


Now let us get the three highest. 
out of 1,572 caps inspected showed what percentage defective ? 


Colonel Weeks. 17.36 


Of course, the records will reflect 


Philadelphia Uniform Cap Co., 


The Cuamman. Mid-City Uniform Cap Co., out of 32,000 in- 
spected, 32,000 plus inspected, showed what percentage defective ? 
Colonel Werks. 20.27. 
The Cuatrman. And the Ideal Uniform Cap Co., out of 19,843 
caps inspected, showed 30.18 percent defective ? 
Colonel Werks. Yes, sir. 
The Cratrman. Let me ask you this: Did it incur considerable 
expense to the Government to make this inspection of that large 
number of caps and the other clothing that was inspected at that 


time ? 


Colonel Werks. Yes, sir, it did. 
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The Crairman. I mean after it had been bought, paid for and 
received, to make this renewed inspection, a careful inspection, to 
determine to just what extent you were receiving defective uniforms 
and caps, incurred quite an expense, did it not, to the Government? 

Colonel Werks. Yes, sir, it did. 

The Cuartrman. Let me ask you from your experience this ques- 
tion: Taking 65,000 caps and inspecting them, what percentage would 
you normally find under good management and good service? What 
percentage might you reasonably expect to find defective ? 

Colonel Werks. Sir, that is a rather difficult question to answer, 
because the inspection service uses what is known as an acceptable 
quality level, and the acceptable quality level on service caps pro- 
vides that for any lot of 100 caps there can be a maximum of 10 de- 
fects, of which 2.5 maximum may be major defects. 

The Cuarrman. 2.5 might be major defects ? 

Colonel Wrrks. Yes, sir. 

The Cuamman. Where you report these percentages here, were you 
talking about major defects that would make the caps unacceptable? 

Colonel Weeks. Those, sir, that are shown as being condemned are 
very definitely major defects. Those which are reparable could be 
major or they could be minor. The point is that even though it might 
have been a major defect, it is one that could be economically repaired. 

The Cuairman. It could be economically repaired ? 

Colonel Werks. Yes, sir. 

The CuHatrMan. But had all these caps been inspected by, presum- 
ably, at least the Army inspectors, before they were received, before 
they were accepted ? 

Colonel Werks. Yes, sir, on a sampling basis. 

The Crarrman. Sir? 

Colonel Werks. On a sampling basis. 

The CuarrmMan. It would be very unusual, would it not, to accept, 
after sampling 19,000 caps, with 30 percent of them defective ? 

Colonel Werks. Normally, it would be very unusual, yes, sir. 

The Cuamman. It would be most unusual. Are these the caps 
that caused the complaint out in the field? I mean that same pro- 
curement from these different companies that caused the complaint 
out in the field ? 

Colonel Weeks. Yes, sir. 

The CHarrman. And it caused you to incur the expense to the 
Government in making saecdiie complet e inspection of them ? 

Colonel Werks. Yes, sir. I might say that the findings of the field 
activities verify those that we have from the depot. They found the 
same caps by the same manufacturers defective and approximately to 
the same degree. 

The Cratrman. Those that had already gone out into the field? 

Colonel Werks. Yes, sir. 

The Cramman. You had an inspection applied in the field ¢ 

Colonel Weeks. The same inspection we applied at the depot, sir. 

The Cratrman. And about the same percentages of defects or in- 
ferior quality was found out in the field as at the depot, is that correct 

Colonel Werks. That is correct. 

The CHarrman. Senator Revercomb? 

Senator Rrevercoms. Using the table which you have before you, 
which has been ordered printed in the record, it is interesting to note 
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here, taking, for example, the first company appearing on the list, the 
Ideal Uniform Cap Co., that you found defects in 30.18 percent of the 
caps inspected. Is that correct ? 

Colonel Weeks. Yes, sir, that is correct. 

Senator Revercomr. Then you come over and you say, “combat 
serviceable,” and you have 20.80 percent. 

Colonel Weeks. Yes, sir. 

Senator Rrevercoms. Does that mean that there were some of those 
defective caps that were combat serviceable ? 

Colonel Weeks. Yes, sir; that is correct. 

Senator Revercoms. What is the difference between a cap that is 
not in combat and one that is in combat as to service ? 

Colonel Werks. Well, sir, combat serviceable merely means that the 
item involved has at least the 75 percent of its usable life remaining, 
and that it meets the general requirements for appearance as well. 
Combat serviceable material is normally used, and to provide for the 
use of this combat serviceable material we sell it to our personnel at 
45 percent of the new item price. 

denabor Revercome. In other words, under your rules for the use of 
a cap, you want a better cap for noncombat service than you do for 
combat service, is that correct ? 

Colonel Wrrxs. Combat service may be a misleading term. Ac- 
tually, this cap is not what you would term a combat type item. 
Combat serviceable is merely a term to denote that the item is not 
completely usable and salable at full value as it stands. Normally, as 
I say, it is a used item. 

Senator Revercoms. Following that same case of the Ideal Uniform 
Cap Co., following your table, there is a percentage condemned of 
8.97. In other words, you found 30.18 percent defective. You found 
that for combat serviceable, 20.80 percent were bad. But you condemn 
only 8.97. 

Colonel Werks. Yes, sir. 

Senator Revercoms. What did you do with the rest of them? 

Jolonel Werks. 8.97, sir, were condemned, which means they could 
not be used at all. 

Senator Revercoms. They were thrown out completely as unusable? 

Colonel Werks. Yes, sir. As you see, 0.40 percent were considered 
as reparable. They could be returned to usable condition. 

Senator Revercoms. Would that mean they would have to go 
through the process of repair ? 

Colonel Wreks. Yes, sir; that is correct. Then 20.8 percent, as 
we have shown, were combat serviceable. The balance of the 19,845, 
or roughly 70 percent, were usable, acceptable, and were used to apply 
against requisitions. 

Senator Revercoms. Even though they were defective caps? 

Colonel Werks. No, sir. Only 5,990 were below standard. The 
balance of the 19,843 met the standard and were applied against 
requisitions. 

Senator Revercome. I understand that. But when you say that 
30.18 percent were defective in some degree, and then you condemn 
only 8.97 percent of the whole lot of caps, that meant that you used 
of those caps 21 percent that had been called defective, is that right? 

Jolonel Werks. Either after repair, sir, or as combat serviceable. 
That is correct. 
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Senator Revercoms. What is the nature of the defects in the caps 
that causes you to call them defective ? 

Colonel Weeks. Sir, I am not a clothing technician, but I can 
indicate what constitutes a defective cap. 

Mr. Kennepy. We have some caps here. 

Senator Revercoms. Just summarize some of them. Ido not want 
to go into every defect. 

Eolonel Weess. Right, sir. Would you please restate your ques- 
tion, Senator ? 

Senator Revercoms. I beg your pardon? 

Colonel Weeks. Would you restate your question ? 

Senator Revercoms. I will rephrase it this way: What were the 
major defects in the cap that had you list them as defective ? 

Colonel Werks. The major defects were, No. 1, that the visor was off 
centered, the visor was cracked, chipped, peeled; the insignia hole on 
the front of the cap for the device was off centered; the buttons on the 
side were not in alinement. 

Those were the major items that we found. 

Senator Rrevercoms. Did the inspection for defects go as to the 
material, the quality of the material that went into that cap, in the 
visor and the body of the cap? Was that part of the inspection? 

Colonel Weeks. Yes, sir. But the material itself, the blue cloth, is 
Government furnished. 

Senator Revercoms. Government furnished, and you knew that was 
all right ? 

Colonel Werks. Yes, sir. 

The Cuarrman. I have just one thing for clarification. I think I 
understood it. 

Where you point out that 30.18 percent were defective and then in 
the next column you say combat serviceable, 20.80 percent, were those 
caps issued to the servicemen or sold to them in the condition that they 
were in, without repairs ? 

Colonel Werks. As a matter of fact, sir, those caps are still in the 
inventory. They have not been released. 

The CHarrman. They are still in the inventory ? 

Colonel Weeks. Yes, sir. 

The CHamrMAN. You said something which would indicate, where 
you said combat serviceable, that the cap might give 75 percent of its 
normal service; is that right? 

Colonel Weeks. Yes, sir. 

The Cuamrman, Then if you were going to sell a cap that would only 
give 75 percent of the normal service, or 1f you bought it and intended 
to issue it to be used, you would not throw it away if you could get 75 
percent of the normal service out of it? 

Colonel Werks. That is correct. 

The CuarrmMan. You would not completely condemn it. You would 
get such use out of it as you could? 

Colonel Weeks. Yes, sir. 

The CHarrman, If you sold the caps, you said you sold them at what 
percent of what they cost the Government? 

Colonel Werks. Prior to fiscal 1957, the selling price for a combat 
serviceable item was 50 percent. This year we have changed it to 45 
percent. 


88161—57—pt. 5——-3 
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The Cuarrman. In other words, if a serviceman lost his cap, the one 
he had been originally issued, and he came in to buy one, if he bought 
one of these that had been condemned, one of these combat serviceable, 
in that category, if he took one of those, he could have bought it for 50 
percent of what it cost the Government ? 

Colonel Wrrxs. That is correct, sir. However, the individual has 
the option of taking that item or not. He is completely free. 

The CHarrman. I understand. But if he chose to replace his old 
cap that had been issued to him, if he had lost it and he chose to replace 
it, he could purchase one of these what you call combat serviceable caps 
for 50 percent of what it cost the Government ? 

Colonel Werks. Yes, sir; that is correct. 

The Cuarrman. But the Government had paid full value for it ? 

Colonel Werks. Yes, sir. 

The Cuarman. And whether he had purchased it or whether it was 
issued to him, he got only 75 percent of the normal service that he 
would get if the cap had not had the defect ? 

Colonel Werks. Yes, sir; that is correct. 

The CuHatrMan. So the Government was sustaining the loss, either 
on sale or on issues ? 

Colonel Werks. Yes, sir. 

Senator Revercoms. I have another question, Mr. Chairman. 

The CrHatrman. Yes? 

Senator Revercoms. When you speak of 75 percent serviceable, you 
do not mean in the strength of the cap or its lasting quality, do you, as 
to how long it will wear, for example ? 

Colonel Werks. Sir, for the purpose of defining combat seriviceable, 
the answer to your question is yes, because, as I say, combat serviceable 
is a term that we normally apply to only used clothing. That is, 
clothing which is found on the post, which is returned from dry clean- 
ing and laundry plants and is not claimed, that sort of thing. 

Senator Revercoms. How do you classify a cap that has that hole 
for the insignia out of place, over to one side too far? 

Colonel Werks. We classify that as reparable, because that hole 
can be repunched in the proper place, and the insignia device, when 
put into the cap will cover the other hole. 

Senator Revercoms. You would not put that hat in store for sale 
at your reduced rate, would you, with that hole out of place ? 

Colonel Werks. Chances are, sir, when we would repair that item 
and put the hole in the proper place, we would cover the previous one. 

Senator Revercoms, Would you put it on sale, then, as defective 

zoods, or goods that you sell at 45 percent, after you had repaired it? 

Colonel Weeks. I think, sir, we would sell that at full price. 

Senator Revercoms. But you would not put it up for sale at all with 
that hole for the insignia out of place, would you ? 

Colonel Werx:. No, sir. 

Senator Revercoms. I take that as an example. 

Colonel Werks. Yes, sir. 

The CHatrman. All right. Proceed, Mr. Counsel. 

Mr. Kennepy. Colonel, you are aware of the fact that these caps 
that we are talking about of Ideal Uniform Cap Co. come from three 
contracts; is that right ? 

Colonel Werks. That is right. 
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Mr. Kennepy. And they are 1761, contract QM1761, 3882, and 
13919? 

Colonel Werks. Yes, sir. 

Mr. Kerennepy. The first two were the contracts, Mr. Chairman, 
where Colonel Shirley was the contracting officer, that we discussed 
at length at our hearings last year, and the third one we discussed 
ore briefly. That was the contract that Mr. Schlesinger received 

ater 

The CHarrman. To get our bearings, the Ideal Cap Co. 

Mr. Kennepy. Mr. Sol Schlesinger’s company. It was those con- 
tracts we discussed at length last year. 

The CuHatrMan. For the record, those are the caps of the Ideal 
Uniform Cap Co. It was their caps and their relations with the 
inspectors and Colonel Shirley that we went into last spring. Now 
we have followed up, the Government has followed up, on those caps 
and made the inspection of large numbers of them, with the results here 
testified to by the witness. Is that correct ? 

Colonel Werks. Yes, sir. 

Mr. Kennepy. These are the caps that were awarded under those 
contracts. 

The Cuarrman. These are the caps that the inspectors were accept- 
ing and letting get by ? 

Mr. Kennepy. That is right. 

You still, as I understand it, have some more caps at the depot 
that still have not been inspected, is that right ? 

Colonel Werks. A very small quantity. 

Mr. Krennepy. All of the other caps have already been issued ? 

Colonel Weeks. No. We still have a substantial inventory of caps 
at the depot, but we were able to inspect all of them and get them 
back in stock, with the exception of a small quantity. We got ahead of 
the program, so that we can apply these caps to requisitions. They 
have been inspected and returned to stock. 

Mr. Kennepy. Were all the caps under these contracts inspected ? 

Colonel Werks. To the best of my knowledge they were, sir, those 
at Shelby. 

Mr. Kennepy. These are the only caps that were left as of this date, 
only about 20,000 out of Mr. Schlesinger’s contract, where he had about 
eight or nine hundred thousand hats that he was making? 

‘Colonel. Weeks. I really don’t know whether the balance of the 
inventory that has not been inspected, which was very small, contains 
any Ideal caps or not. 

The Cuairman. The Chair understood you to say that a lot of 
caps had already been issued, had already been sent out to the field. 

Colonel Weeks. Yes, sir; that is correct. 

The CHarrMAN. You are testifying here that this chart reflects only 
what you had left in the depot, in your depot ? 

Colonel Weeks. That is correct, sir. 

The CHarrmMaAn. You only testify on the field inspection, for those 
that have already been sent out into the field, that the field inspection 
compared with what you had left in the depot ? 

Colonel Werks. Yes, sir; that is correct. 

The CHarrMan. But there are many caps of Ideal Uniform Co., 
thousands of caps, that were inspected in the field that this chart does 
not cover ? 
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Colonel Werks. Yes, sir; that is correct. 

The CuarrmMan. You cover it with your testimony to say that the 
field inspection was similar to what the chart showed here on the caps 
you inspected that you still had in the depot ? 

Colonel Werks. Yes, sir. 

Mr. Kennepy. Mr. Chairman, I would also like to point out that 
the company that had the second greatest rate of defects in hats was 
the Mid-City Uniform Cap Co., on which we had hearings 2 years 
ago, Mr. Harry Lev’s company. 

The Cuarrman. I remember hiscase very well. 

Mr. Kennepy. He is now under indictment for conspiracy to de- 
fraud the Government, and for bribing an inspector. 

Senator Revercoms. How did these defective caps, and how did 
the other defective clothing, ever get into your depot? Are they 
inspected before they arrive there ? 

‘olonel Weeks. Yes, sir; they are. 

Senator Revercoms. Does that mean that someone did not make 
a proper inspection before receiving them in your depot ? 

Colonel Weeks. That is the only conclusion I could draw, sir. 

Senator Revercoms. Has any action been taken with respect to 
your inspectors who were responsible for this large amount of defec- 
tive clothing getting into your hands ? 

Colonel Weeks. Senator, these are not our inspectors. The Army 
Quartermaster awards and administers the contracts. 

Senator Revercoms. The inspectors are from the Quartermaster of 
the Army ? 

Colonel Weeks. Yes, sir; that is correct. 

Senator Revercoms. Was any action taken with respect to this bad 
inspection ? 

Colonel Werks. Sir, I cannot attest to any specific action that was 
taken by the Quartermaster as a result of our complaints to them. 
But I can say this, that since we instituted this quality program in 
the fall of 1955 to date, that the quality of the material that we have 
been receiving from contracts on all items has improved considerably. 

The Carman. That is quite interesting, very refreshing, and grati- 
ee ha you think the work of this committee had anything to do 
with it ? 

Colonel Werks. I am sure it did, sir. 

The Cratrman. Incidentally, I think the chief inspector, Joseph 
Porreca, who was chief over all the inspection at this time, has already 
plead guilty to conspiracy in this connection. A number of other 
may £0090 are under indictment. 

Am I correct ? 

Colonel Weeks. I don’t know, sir. 

The CuatrMan. You don’t know about that. 

I am talking about Quartermaster personnel that were involved in 
this procurement during that period of time. 

Mr. Kennepy. Yes; for caps. Not particularly for Ideal, but for 
caps. 

The Cuarrman. I am talking about caps. 

Mr. Kennepy. And Mr. Porreca, who was in charge of all in- 
spectors, including the inspectors in this contract, has pleaded guilty. 

The Coamrman. Proceed. 
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Mr. Kennepy. That is all. 

The CuarrMan. Are there any other questions of the Colonel ? 

Thank you very much, Colonel. 

This witness’ testimony, I may say, was to follow up and see what 
results the Government was getting from this operation up there in 
the area where the inspectors, we think, may have been in collusion 
with contractors, and so forth, accepting an inferior quality of caps. 

Senator Revercoms. The Colonel’s testimony clearly reveals that 
someone was at fault. Of these inspectors, one has pleaded guilty 
to conspiracy to defraud, with respect to caps, as I understand it, and 
there are others under indictment. Progress has been made, as I 
understand it. 

The statement of the Colonel is very refreshing, that the quality 
of the caps has very much improved. 

The Cuatrman. I think it can be said, too, that there were a number 
of employees who were not indicted, but whose services were not 
up to standard and who have been dismissed. I think we are getting 
some improvement. 

Call the next witness. 

Mr. Kennepy. Mr. Manganaro. 

The Cuarrman. Mr. Manganaro, come forward, please. 

Will you be sworn, please? You do solemnly swear that the evi- 
dence you shall give before this Senate Investigating Subcommittee 
shall be the truth, the whole truth, and nothing but the truth, so help 
you God ¢ 

Mr. Maneanaro. I do, sir. 


TESTIMONY OF VINCENT P. MANGANARO 


The CuairMan. State your name, your place of residence and busi- 
ness or occupation ? 

Mr. Mancanaro. Vincent P. Manganaro. I reside at 211 Pickwick 
Road, Chatham Park, Haverford, Pa. I am now head of the Pro- 
curement Division at the Marine Corps Supply Depot in Philadelphia. 
I have 39 years of service in both military and civilian in the Marine 
Corps. 

The CHairMAN. You waive the right of counsel? You know you 
have the privilege of having counsel present if you desire to? 

Mr. Maneanaro. I do, sir. 

The Cuarman. Thank you very much. Proceed. 

Mr. Kennepy. What have been your duties with the Marine Corps 
in the last 4 or 5 years? 

Mr. Maneanaro. I have been assistant head of the Procurement 
Division. At the present time I am the head of the Procurement 
Division, which comprises testing, laboratories, specifications, inspec- 
tion, and procurement. 

Mr. Kennepy. In that capacity, have you had any experience with 
Mr. Sol Schlesinger or the Ideal Uniform Cap Co. ? 

Mr. Maneanaro. I have, sir. 

Mr. Kennepy. Would you relate that to the committee? 

Mr. Maneanaro. Well, around 1948, Ideal Cap Co. was given a 
contract by the Marine Corps, and we had difficulty in him making 
deliveries. 

Mr. Kennepy. That was back in 1948? 
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Mr. Maneanaro. That’s right, sir. He was delinquent, and we had 
a rejection of about 21 percent. 

The CuatrMan. You had what? 

Mr. Maneanaro. A rejection of 21 percent. 

The Cuatrrman. Who was that? 

Mr. Maneanaro. Ideal Cap Co. 

The Cuarrman. Back as far as 1948 you had a rejection of as high 
as 21 percent ? 

Mr. Mancanaro. That is right, sir. 

Mr. Kennepy. Was he also late on his deliveries ? 

Mr. Maneanaro. Yes, he was. He was around 6 months delinquent, 
in excess of 6 months. 

The CHarrmMan. Six months from having deliveries on schedule? 

Mr. Maneanaro. That’s right. 

Mr. Kennepy. When did he ultimately actually finish the contract ? 

Mr. Maneanaro. He finished it in January, I believe, 1950. 

Mr. Kennepy. That was the same month that the first of two con- 
tracts were awarded by Colonel Shirley to Mr. Schlesinger for the 
Air Force caps? 

Mr. Mancanaro. Pardon me. At the time, we went out and adver- 
tised for 400,000 cap frames, and around 532,000 cap covers. Colonel 
Bethel was the Marine Corps contracting officer at the time. That is 
the time he made that award to Ideal Cap Co. for 267,000 units and 
168,000 units to Mid-City Uniform Co. 

Mr. Kennepy. I want to go back just a minute, and then we will 
get into that. 

- The first contract that you were talking about where Ideal Uniform 
Cap Co. was approximately 6 months late, 21 percent of those caps 
they did deliver were defective / 

Mr. Maneanaro. Yes, sir. 

Mr. Kennepy. They finished that contract in approximately Jan- 
uary 1950; is that right? 

Mr. Maneanaro. Yes, sir. 

Mr. Kennepy. The record shows that in February 1950, the Quar- 
termaster Corps awarded a contract for some 500,000 caps to Ideal 
Uniform Cap Co. That is the contract which we had testimony about 
last year. Did Colonel Shirley or anyone in the Quartermaster Corps 
contact you regarding the contracts that you had awarded to Ideal 
Uniform Cap Co., to find out what their performance was? 

Mr. Mancanaro. No, sir. 

Mr. Kennepy. Nobody contacted you at all? 

Mr. Maneanaro. No, sir. And the Marine Corps records indicate 
that no one was contacted. 

Mr. Kennepy. If they had contacted you, you would have given 
them the information that his performance had been unsatisfactory ¢ 

Mr. Maneanaro. That is right, sir. 

The Carman. Let me ask you: Was it their duty to contact you 
and find out ? 

Mr. Maneanaro. Sir? 

The Cuarrman. Would that be his duty, part of his duty, to find 
out if these contractors were capable of performing? 

Mr. Maneanaro. Well, I would say so. 

The Cuarrman. I would too, but you are the witness. 

Mr. Mancanaro. I would say so. 
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The Cuairman. He had a duty to check on these contractors? 

Mr. Maneanaro. Let me answer that question in this fashion, Sena- 
tor: The Marine Corps does it. 

The Cuarrman. The Marine Corps does it? 

Mr. Maneanaro. Yes, we do. 

The Cuarrman. Hurray for the Marine Corps. 

(At this point Senator Mundt entered the room.) 

Mr. Kennepy. You were giving the committee some more informa- 
tion about another Marine Corps contract that was awarded to Ideal 
Uniform Cap Co. 

Mr. Maneanaro. Yes. We advertised—— 

Mr. Kennepy. When was this? 

Mr. Maneanaro. That was in 1951. 

Mr. Kennepy. Go ahead. 

Mr. Maneanaro. We advertised for approximately 400,000 cap 
frames and 532,000 cap covers. I was asked by the procurement ofh- 
cer at that time, Major Scott, on Ideal’s performance. I wrote a 
memorandum and said his performance was poor. 

The Cuarrman. You wrote what? 

Mr. Kennepy. You wrote a memorandum saying his performance 
was unsatisfactory ? 

Mr. Mancanaro. His performance was poor. He was 6 months 
delinquent and had a rejection of 21 percent. On the basis of that 
memorandum, Major Scott had a preaward survey made of Ideal 
Co.’s factory. The records indicate at that time that he was delin- 
quent on an Air Force contract, and he was just finishing one up. 
It showed that his industrial mobilization planning or his facilities 
could only deliver about 39,000 units. Our minimum requirement 
under that invitation was approximately 86,000. Colonel Bethel, 
who was the head procurement officer at the Marine Corps Head- 
quarters, asked Major Scott in Philadelphia to go further, and again 
have a recent industrial mobilization planning survey made of Ideal 
Co.’s factory. They did that. At that time, it showed he was capable 
of manufacturing 85,000 units, which was still below our minimum 
requirements. 

Colonel Bethel again wanted to make sure, and he asked Major 
Scott to contact the Army, their procurement officer. That was done. 
Colonel Shirley was contacted. Colonel Shirley, I believe—the rec- 
ords will indicate that—informed Major Scott that Ideal Cap Co. 
could perform, that he was a good performer. 

However, Major Scott went further and contacted a Mr. Freeman, 
of the Army. Mr. Freeman indicated, as the records will show, that 
Ideal Cap Co. was a poor performer. 

Mr. Kennepy. So Colonel Shirley had said they were good, and the 
other gentlemen in the Quartermaster Corps said they were a poor 
performer ? 

Mr. Maneanaro. That is right. On the basis of all this data, only 
part of that quantity in that recent invitation was awarded to Ideal 
Cap Co., and the balance was awarded to Mid-City Cap Co. 

The CHarmrman. You said you issued a memorandum. Is that 
memorandum dated the 23d of November 1951? 

Mr. Maneanaro. That is right, sir. 

The CHarrman. I hand you a photostatic copy of it and ask you 
to identify it and read it into the record. 








9110 TEXTILE PROCUREMENT IN THE MILITARY SERVICES 


Mr. ManGanaro. It is mine. 

The Cuarrman. Will you read it into the record and give any 
explanation you desire? 

Mtr. Manganaro (reading) : 

For the information of the contracting officer, the Ideal Uniform Cap Co.’s 
performance under contract NOM53765, covering cap covers, white and khaki, 
was very poor. Contract should have been completed 23d of June 1949. Final 
delivery was not made until the 20th of January 1950. 

Also, out of 40,640 caps delivered, 8,730, or 21 pereent, were rejected and 
returned for repairs. 

V. P. MANGANARO. 

The Cuamman. You made that report to whom? 

Mr. Mancanaro. I made that to Major Scott, who was then the 
ew ingyen officer of the supply activity at Philadelphia, and my 

Oss. 

Senator Revercoms. This is the Ideal Cap Co. that you state was 
6 months delinquent in deliveries, and 21 percent of their deliveries 
were defective ? 

Mr. Mancanaro. Yes, sir. 

Senator Revercoms. Over what course of time or space of time 
were they making these deliveries of caps? When did the deliveries 
start, or was there just one shipment of caps? 

Mr, Manoanaro. No. It was over a course of time, 

Senator Revercoms. It was over a course of time? 

Mr. Mancanaro. That’s right. 

Senator Revercoms. What was the course of time over which these 
deliveries were made? 

Mr. Mancanaro. I believe his initial delivery—Mr. Calabrese has 
that. I don’t have my records here. 

Senator Revercoms. Was it in the course of 6 months, a year, or a 
year and a half? 

Mr. Maneaanaro. I would say in the course of about a year. 

Senator Revercoms. In the course of about a year? 

Mr. Maneanaro. That is right. 

Senator Revercoms. And they were due to complete those deliveries 
in June of 1949; is that correct ? 

Mr. Mancanaro. That is right, sir. In other words, if my memory 
serves me right, and I now have the records here, the contract called 
for delivery 6 months after receipts of materials, and the materials 
were delivered on the 3d of January. 

Therefore, that contract should have been completed around July 3. 

Senator Revercoms. You delivered the materials for all the caps 
in January 1949? 

Mr. Manoanaro. That is right, sir. 

Senator Revercoms. And from time to time they shipped you a cer- 
tain number of caps? 

Mr. Maneanaro. That is right. 

Senator Revercoms. Were they slow on delivery in the first and sev- 
eral other shipments? 

Mr. Maneanaro. The first delivery—let me answer it this way, 
Senator—the first delivery under the khaki cap cover was made on 
July 21, 1949. 

Senator Revercoms. When wasitdue? When was the first delivery 


due? 
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Mr. Manoanaro. The first delivery was due around the 23d of June. 

Senator Revercoms. And really, from the beginning of shipments 
they were delinquent in time of delivery, were they not? 

Mr. Maneanaro. That is right. 

Senator Revercoms. Why did you not cancel that contract on them 
for failure to live up to it? 

Mr. Maneanaro. I will try to answer that. I wasn’t the con- 
tracting officer. But in cases of this sort, you furnish the contractor 
the material and he immediately cuts it. 

Senator Revercoms. In other words, the material was already cut? 

Mr. Maneanaro. That is right. You run into a lot of legal en- 
tanglements in that. If you put him in default and pick up the 
material and return it to the Government depot and then let out an- 
other contract and give that material to another contractor, and if 
you try to reject that same end item, he will come back and say it was 
due to the poor cutting. 

In the event that you drop one bundle, then you have shaded 
components. 

Senator Revercoms. You were dealing there from the very begin- 
ning with a factor that you knew was delinquent, and he turned out 
delinquent even in his final shipments by 6 months, did he not? 

Mr. Maneanaro. That is right. 

Senator Revercoms. Was anything done with that contractor to ask 
him to speed up the production and deliveries? 

Mr. Maneanaro. Yes.- I sent people to see him, and wrote him 
letters, but Mr. Schlesinger was very difficult to locate. He was 
eilther out of town or he was reorganizing his plant, he was buying 
more machinery. 

So you go along in anticipation. 

Senator Revercoms. Did you ever, after this experience of the 
6 months’ delinquency, and the 21 percent defectiveness in caps, have 
any other caps delivered by this same company, the Ideal Cap Co., to 
you? Was there any other contract entered into with them? 

Mr. Maneanaro. Yes, we did, subsequent to that. 

Senator Revercoms. Who was responsible for entering into a con- 
tract subsequent to this one, after that experience ? 

Mr. Manaanaro. Well, Colonel Bethel was the contracting officer. 

Senator Revercoms. Was he in the Marine Corps or the Quarter- 
master ? 

Mr. Mancanaro. The Marine Corps. 

Senator Revercoms. The Marine Corps? 

Mr. Mancoanaro. That is right. 

Senator Rrevercoms. How many contracts were made with the 
Ideal Cap Co. after this experience of delinquency and defectiveness? 

Mr. Mancanaro. To my knowledge, one. 

Senator Revercoms. How many caps were ordered the second time? 

Mr. Maneanaro. The second time we went out and we advertised 
for approximately 400,000, and Ideal Cap Co. was given part of that 
invitation. 

Senator Revercoms. Do you remember what part of the 400,000 
was given to them ? 

Mr. Manoanaro. 267,000. 


88161—57—pt. 5-4 
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Senator Rrevercoms. More than half of the order was given to 
Ideal Cap Co. after the experience that you had had with them on 
delinquency of delivery and defectiveness in the article? 

Mr. Manganaro. That is right. 

Senator Revercoms. Do we have information as to how many con- 
tracts the Air Force gave him ¢ 

Mr. Kennepy. Starting in February 1950, Senator Revercomb, 
the Air Force, through the Army Procurement, awarded him 2 con- 
tracts, 1 for 500,000 caps, and then when he was delinquent on that 
contract, still while he was delinquent, they gave him another con- 
tract. for 220,000 caps. 

Senator Revercoms. And the Air Force contract is in addition to 
the one the Marine Corps had given out? 

Mr. Kennepy. The record that Colonel Weeks testified to was how 
the caps turned out. 

The Cuatrman. Are there any further questions? 

Mr. Kennepy. How was Mr. Schlesinger to deal with personally, 
as a Government employee? Were there any threats made, inferred, 
or anything like that? 

Mr. ManGanaro. Well, in a sense he was very difficult to deal with. 
For instance, when the award was made, when he received part of 
the award, he went to the Comptroller General and appealed the case, 
and the Comptroller General denied his appeal and justified the 
Marine Corps action in only giving him half or part of the 400,000. 

Mr. Kennepy. Was he delinquent on the second Marine Corps 
contract ¢ 

Mr. Maneanaro. Yes, he was. He was in excess of 3 months. 

Mr. Kennepy. Was the Marine C orps contemplating terminating 
his contract ? 

Mr. Mancanaro. Yes, we were. 

Mr. Kennepy, And because of the explanation that you gave to 
Senator Revercomb as to the difficulty in terminating contracts, is 
that why the step was not taken ? 

Mr. Maneanaro. That is right. Today we—maybe it is due to 
the committee here, I don’t know—we use a different system. We will 
only give a contractor so much Government furnished mater ial, and 
restrict his cutting. In those days, during the Korean War, if a con- 
tractor told us that he could make 50,000 and all indications indicated 
that he could, we would give him all the GFP because our inventory 
was practically zero. Once they cut up all that GFP, you might as 
well go along with them. 

The CHarrman. But you have improved the system since then ? 

Mr. Maneanaro. We certainly have. 

The CHarrman. Instead of supplying them all the material and 
letting them cut it up, you supply them enough as they go along to 
make sure they are performing? 

Mr. Maneanaro. That is right. 

The Cuarman. And then if they do not perform, and if they do 
default, you are in a position to cancel and your material is not 
ruined. 

Mr. Mancanaro. We are. In addition to that, we furnish them 
what we call a cutting report. That report is sent in by the inspector 
weekly. That is evaluated at the depot. The minute we find out that 
he is cutting too far in advance or exceeding his table of allowance in 
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his cutting, then we immediately step in. But he may only have 20 
percent of the GFP. 

Senator Revercoms. When did you start the new policy of having 
him cut up only part of the cloth ? 

Mr. Mancanaro. Maybe I should say since all these investigations. 

Senator Revercoms. But you started since this inv estigation ? 

Mr. Maneanaro. I would say so; yes. 

Senator Munpr. Have you taken any steps to improve the inspection 
system ¢ 

Mr. Mancanaro. We have, yes. Yes, we have Senator. I feel 
that the method of sampling inspection that we are now employing 
is far superior than the 100 percent inspection that we employed at 
one time. The reason I say that is this: In the present method of 
sampling inspection, with that you place the responsibility upon the 
contractor to inspect, and when he submits that lot, we will say, of 
1,000 caps, the sampling size may only be 150 caps, but a man can 
look at those 150 caps and, if possible, spend a day, and he may only 
be allowed, according to Mil Spec 105A, 2 majors and 5 minors, 
If they exceed that, we say, “Mr. Contractor, here is your lot. Cull 
through them and resubmit them.” You can tie his factory up to a 
point where he cannot go any further, if he gets a few large lots 
rejected. 

Therefore, I say sampling inspection is far superior. The way 
they inspected before was a contractor said, “Submit it. If it has a 
bad visor or a hole in it, the Government inspector will catch it and 
send it back. Why should we spend anything for inspection?” 

Senator Munpr. How many of these uniform capmakers are there 
in the country ? 

Mr. Maneanaro. I would say today, and I am talking off the record 
here, 1 would say about 10. 

Senator Munpr. The Marine Corps does business with all 10 of 
them, does it ? 

Mr. Maneanaro. No. We did business with Ideal, Mid-City, Ban- 
croft, Philadelphia Uniform Co. About 4 or 5. 

Senator Munpr. Four or five. Of these 4 or 5, is Ideal the only one 
you have had trouble with / 

Mr. Mancanaro. Well, strange as it may seem, I would say yes. 
Philadelphia Uniform Co, perfor med and so did Mid-C ‘ity perform 
for the Marine Corps. Maybe it was due to the fact that we used a 
different method. We used most of our inspection at destination. So 
if the quality wasn’t good, it meant that you take the whole carload 
back. That meant a lot on a contractor. It wasn’t rejected at his 
plant. It was rejected at Philadelphia. 

Senator Munpr. Did you ever do any business with Harry Ley? 

Mr. ManGanaro. Yes; we have, sir. 

Senator Munpr. What success did you have with him? 

Mr. Maneanaro. He perforined for the Marine Corps, sir. 

Senator Munpr. He did? 

Mr. Maneanaro. Yes, sir. 

Senator Munpr. He performed here, too. 

The CuarrmMan. Thank you very much. 

Yall the next witness. 

Mr. Kennepy. Mr. Balaban, of the committee staff. 

The CuairMan. I do not believe you have been sworn. 
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You do solemnly swear that the evidence 7H shall give before this 
Senate Investigating Subcommittee shall be the truth, the whole 
truth, and nothing but the truth, so help you God? 

Mr. Batazan. I do. 


TESTIMONY OF JACK BALABAN 


The Carman. State your name, your place of residence, and 
business or occupation. 

Mr. Batasan. Jack Balaban. I live at 8439 Lefferts Boulevard, 
Kew Gardens, N. Y. Iam an investigator in the Office of the Comp- 
troller General of the United States, detailed to this subcommittee. 
I have been an investigator for 23 years. 

The Cuarrman. How long have you been detailed to this subcom- 
mittee, Mr. Balaban? 

Mr. BataBan. Two years, sir. 

The Cuarrman. Proceed, Mr. Counsel. 

Mr. Kennepy. You have been working on the case of the dealings 
of the Ideal Uniform Cap Co.? 

Mr. Bavapan. Yes, sir. 

Mr. Kennepy. And of Mr. Sol Schlesinger ? 

Mr. BavaBan. Yes, sir. 

Mr. Kennepy. Specifically, have you been making a study of the 
bank accounts that Mr. Sol Schlesinger kept at the Baldwin National 
Bank, in Baldwin, N. Y.? 

Mr. Batapan. That is right, sir. 

Mr. Kennepy. What did you find about the Baldwin National Bank 
that made it unusual from Mr. Schlesinger’s other bank account ? 

Mr. Batasan. Well, the most unusual thing I found is that this 
account was not revealed or reported to the Renegotiation Board. 

Mr. Kennepy. When Mr. Schlesinger filed his statement with the 
Renegotiation Board as to what his assets were, he listed three banks; 
is that right? 

Mr. Batazan. That is right, sir. 

Mr. Kennepy. And he left out this Baldwin National Bank ? 

Mr. Bavapan. That is right, sir. 

Mr. Kennepy. Had we also questioned and had in evidence affi- 
davits from girls that kept the books of the Ideal Uniform Cap Co. ? 

Mr. Baxapan. That is right, sir. I believe it was Mrs. Marie Door- 
man. There is an affidavit in the record. 

Mr. Kennepy. Did she state that she was never informed of this 
Baldwin National Bank? 

Mr. BataBan. That is right, sir. 

Mr. Kennepy. Did you also find from your study that the deposits 
that were placed in the Baldwin National Bank were unusual 
deposits ? 

. Batpwin. Yes, sir. I would say that all the deposits appeared 
to be unusual. For instance, the account was opened with an initial 
deposit of $18,785.15, consisting of 3 checks. 

One check was for $9,662.10, from Mid-City Uniform Cap Co. for 
certain supplies that Ideal had sold to Mid-City. 

The next check, for $8,759.80, was for woo] material that Ideal had 
sold to Jerome Hat Co. 
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Mr. Kennepy. Would you explain the circumstances surrounding 
the Jerome Hat Manufacturing Co. ? 

Mr. Batasan. The Jerome Hat pears seria 3 Co. check was in 
payment for, I believe, some 1,600 yards of OD wool serge, sold by Ideal 
to Jerome Hat Co., and we have information here indicating that the 
Jerome Hat Co. used this material for manufacturing service caps 
which they sold to Army and Navy stores, 

The Cuarrman. Do you know whether that was Government ma- 
terial or not? 

Mr. Bauasan. We believe so, but we cannot establish that. 

The Cuarrman. You don’t know? 

Mr. Bauapan. I don’t know, sir. 

Mr. Kennepy. We will have a witness testify about that. 

The Cuarrman,. All right. 

I think that we have found some material missing in a few instances, 
and I was just wondering if we had anything to identify this. 

Mr. Batapan. Other than it is OD wool, which is usually used in 
the manufacture of Government hats and caps. 

The Cuatrman. Proceed. 

‘ boi Kennepy. Was there a deposit made for $27,745.56 at a later 
ate 

Mr. Bauasan. That, sir, consists of six checks of T. J. Mackey & 
Son, the matter we went into so thoroughly last year. 

Mr. Krennepy. Those checks that came from T. J. Mackey were 
deposited in this bank account ? 

Mr. Bauasan. That is right, sir, 

Mr. Kennepy. And does the affidavit from Marie Doorman indi- 
ie ~ never knew about this transaction, about these checks coming 

ack 

Mr. Bauazan. That is right, sir. She did not know about the ex- 
istence of this account at all, and she was the bookkeeper. 

Mr. Kennepy. Was there another transaction dealing with the 
Goodrich Co. ? 

Mr. Bauapan. Yes, sir. This is quite an unusual transaction. 
Ideal had overpaid Goodrich. The Ideal owed Goodrich $11,651.43, 
but for some reason that I cannot quite understand they sent him a 
check for $24,966.53, and then when the Goodrich Co. notified Ideal 
about this, Ideal requested that they send the difference, the $13,315.10, 
back to Ideal, and Ideal instead of depositing this in the Corn Ex- 
change Bank where they drew the first check for $24,966.53, they 
deposited the refund of $13,315.10 into this Baldwin bank account. 

The CHarrman. This was the account he was never giving any 
account of ? 

Mr. Baxasan. That is right. 

Mr. Kennepy. What would that indicate, Mr. Balaban? 

Mr. BaraBan. I cannot establish it, because I have never been able 
to see the books and records of Ideal Uniform Cap Co., but to me it 
looks like it might be increasing the costs of materials and in the 
same amount decreasing the profits, but I cannot prove that. sir. 

Mr. Kennepy. If you could see the books of Schlesinger, if he 
would make those books available to you, could you tell? 


Mr. Bavapan. A detailed analysis would show whether this was a. 


credit to the material account. 
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Mr. Kennepy. Does Mr. Schlesinger refuse to turn those books over 
to you? 

Mr. Bauasan. That is right. 

Mr. Kennepy. On what basis? 

Mr. Bavapan. I believe the fifth amendment. 

Senator Munpr. The purpose of trying to show these phony costs 
and profits would be of course for the purpose of trying to confuse 
and delude the Renegotiation Board, would it not? It would show 
that their costs were high and their profits were low, and they would 
be exempt from any renegotiations about undue profits. 

Mr. Bavapan. I believe that is correct, sir. 

Mr. Kennepy. There was also a second consideration which would 
be an income tax consideration. There was another check dealing 
with Mattes Co. 

Mr. Bauanan. There is another check, sir, that Ideal received from 
Mattes, E. Mattes & Co., who were manufacturers of visors and chin- 
straps. This is particularly of interest to us because Ideal Uniform 
Cap Co. was only actually renegotiated for 1 year, the year 1952, the 
calendar year ending December 31, 1952. 

Now, in statements furnished by Ideal Uniform Cap Co. to the 
Renegotiation Board, on their balance sheet they show current assets, 
and they name three banks. But they do not name this Baldwin 
National Bank. 

On December 30, 1952, Ideal Uniform Cap Co. had a balance in the 
Baldwin bank of $17,895.22, which included this deposit. of $7,601.73, 
obtained from the Mattes check. 

Mr. Kennepy. Would you explain the Mattes check? 

Mr. Baxapan. On the Mattes check, the information furnished us 
by Mattes and by another concern was Ideal Uniform Cap Co. pur- 
chased $7,600 worth of leather from E. Parks & Co. of Boston, for 
the purpose of furnishing this leather to E. Mattes & Co., the manu- 
facturers of the visors. This leather was for visors to be used on 
Government contracts during the year 1952. 

Mattes in turn paid Ideal Uniform Cap Co. for the leather and 
charged them for the whole visor, including the leather. Ideal paid 
Parks in the first place with checks from the Corn Exchange Bank. 
But when the check came in from Mattes, that was deposited in the 
Baldwin bank. It was a similar case to that Goodrich Co. 

The Cuatrman. He bought the goods on the assumption that he 
would use them in the manufacturing of the products that he had 
contracted to manufacture for the Government ? 

Mr. BaraBan. That’s right 

The Cuarrman. Then he sells it to another firm ? 

Mr. Batasan. Oh, no; he furnished the leather to another firm to 
make into visors. 

Mr. Kennepy. He purchased the leather from Parks Co., up in 
Boston ¢ 

Mr. Baranan. That’s right. 

Mr. Kennepy. And he had that leather sent down to Mattes Co.? 

Mr. Batapan. That’s right, sir. 

Mr. Krennepy. Now, he paid Parks the seven-thousand-odd dollars 
for the leather ? 

Mr. Barasan. That’s right, sir. 

Mr. Kennepy. Then the Parks Co. sent it to Mattes? 
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Mr. BaxaBan. That’s right. 

Mr. Kennepy. Then, Mattes paid Schlesinger for the leather, the 
$7,000 2 

Mr. Batanan. That’s right. 

Mr. Kennepy. Instead of depositing that $7,000 in his regular bank 
account, he deposited that in the Baldwin National Bank account, is 
that right? 

Mr. BaxaBan. That’s right. 

Mr. Kennepy. So that on the regular books it would appear that 
he had an expense of $7,000, is that right? 

Mr. Batapan. I would say so, but I can’t verify that. 

Mr. Kennepy. And in fact he was refunded that $7,000 by the 
other company, so they should have offset one another. 

Mr. Batasan. That is right.’ 

Mr. Kennepy. This one again is similar to the Goodrich matter, 
of increasing the cosis? 

Mr. Banapan. And decreasing profits. 

The CuarrMan. That is exactly what I was getting at. His regular 
business books would indicate that he had had an expenditure of 
$7,600 for material. 

Mr. BavaBan. That is right, sir. 

The Cuatrman. Whereas he did not bring the materials in and 
process them, but actually diverted them and sold them to another 
company. He takes that money and puts it in this special account 
that he does not account for. 

Mr. Bauanan. That is right, sir. 

The Cuatrman. Are there any further questions? 

All right, thank you very much, Is there any further comment 
that you may have? You may have some other information that we 
have not interrogated you about. Is there anything pertinent to it 
that you have in mind ? 

Mr. Batapnan. The only thing is that I do want to stress that this 
Baldwin bank was at no time in the years 1950, 1951, 1952, and at 
no time was that bank or the balances in that bank furnished to the 
Renegotiation Board. 

The CHarrMan. You have examined the material that he submitted 
to the Renegotiation Board upon which basis his contract was rene- 
gotiated ? 

Mr. Bavapan. That is correct, sir. 

The CHarrman. And we have those documents here, photostatic 
copies of them, as item No. 4. 

Mr. Bavapan. That is right, sir. 

Mr. Kennepy. I don’t think we have introduced that. 

The Cuatrman. I hand you these photostatie copies and ask you to 
identify what they are. ; 

Mr. Batanan. These are photostat copies of forms filed by Ideal 

Uniform Cap Co., with the Renegotiation Board for the fiscal year 
ending December 31, 1952. 
_ Now, this form provides for a certification by Ideal Uniform Cap 
Co., and it was so certified by Sol O. Schlesinger as owner on March 31, 
1953. Attached and a part of this form are several financial state- 
ments. 

The CuarrMan. Have you examined those financial statements ? 

Mr. Bavapan. That is right. 
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The Cuamman. Do the financial statements that he submitted there 
in that certification to the Renegotiation Board take into account these 
items that you have referred to? 

Mr. Bauapan. That is correct, sir, there is a balance sheet here 
dated for the period ended December 31, 1952, with a notation under- 
neath it, “prepared from books of account.” 

The CuHarrman. What I asked you was this: Do those financial 
statements submitted to the Renegotiation Board take into account or 
se oT items in the Baldwin bank that you have been testi- 

ing to 

Mr. BavaBan. They do not, sir. 

The CuarrmMan. That is what I wanted to ask you. 

Senator Munpr. I have a question. The answer leaves somewhat 
of a vagueness in my own mind, You were asked the question whether 
you were permitted to see Mr. Schlesinger’s books and you said you 
were not. 

Mr. Bavazan. That is right. 

Senator Munpr. The Chairman said why were you not, and I think 
that you said you believed he took the fifth amendment. Was that 
the reason, are you sure, and is there any doubt in your mind, or what 
reason did he give? 

Mr. BauaBan. There is no doubt in my mind, He took the fifth 
amendment. 

The Cuamrman. The renegotiation papers that the witness has just 
testified to, together with the certification of the financial statement 
to which he has referred will be made exhibit No. 1 to the witness’s 
testimony and will be made an exhibit for reference, and I do not 
think that we need to print it in the record. Perhaps it will be done. 

Thank you very much. 

(Exhibit No. 1 will be found in the appendix on pp. 2149-2157.) 

The Cuamrman. We will take a 5-minute recess. 

(Thereupon, a brief recess was taken.) 

(Members present at time of recess: The chairman, Senators Mundt 
and Revercomb.) 

AFTER RECESS 


The Cuatrman. The subcommittee will be in order. 

(Present at the reconvening of the hearing: The chairman and 
Senator Mundt. ) 

The Cuarrman. Mr. Gritman, will you come up, please? 

Will you be sworn? Do you solemnly swear that the evidence you 
shall give before this Senate Investigating Subcommittee shall be the 
truth, the whole truth, and nothing but the truth, so help you God? 

Mr. Gritman. I do. 


TESTIMONY OF PAUL W. GRITMAN 


The Cuarrman. The witness will state his name and place of resi- 
dence and his business or occupation, please. 

Mr. Grirman. My name is Paul W. Gritman, and my residence is 
2522 Rockville Center Parkway, Oceanside, Long Island, N. Y., and 
I am presently employed in the highway maintenance department for 
the county of Nassau. 

The Cuarrman. Thank you very much. 
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You have discussed with members of the staff of the committee your 
purpose of this investigation, have you, and you know in a general way 
the line of interrogation to expect ! 

Mr. Gritwan. Y es, Sir. 

The Cuatrman. You do not desire to have counsel ? 

Mr. Grirman. No, sir; I am only here to tell the truth. 

The Cuamman. Thank you very much. That is refreshing. 

Counsel, you may proceed. 

Mr. Kennepy. Mr. Gritman, you were in the Second World War, 
and you were in the Army ? 

Mr. Grirman. Yes, sir. 

Mr. Kennepy. What division ? 

Mr. Grirman. Second Armored Division. 

Mr. Kennepy. And you received the Purple Heart ? 

Mr. Grirman. I was wounded three times, sir. 

Mr. Kennepy. And the Silver Star; is that right? 

Mr. Grirman. That is right. 

Mr. Kennepy. And after you were released from the Army, some 
years after you:wens to. work for the Is al Uniform Cap Co. ? 

Mr. Grirman. Yes, sir. 

Mr. Kennepy. That was on January 11, 1949? 

Mr. Grirman. That is right. 

Mr. Kennepy. Now, did you act there as a shipping and receiving 
clerk ? 

Mr. Grirman. On paper I was a shipping and receiving clerk, and 
actually I did anything that I was asked to do. 

Mr. Kennepy. Did you act in the position of shipping and receiv- 
ing clerk ? 

Mr. Grirman. Yes, sir. 

Mr. Kennepy. And you had that position for a while? 

Mr. Gritman. Yes, sir. 

Mr. Krennepy. Now, we had some testimony here from Mr. Schle- 
singer that during this period of time, while you were at the plant, 
there were large quantities of visors that were returned to J. Mackey, 
and there was also testimony by Mr. Lizzi, Mr. Schlesinger’s assistant, 
that there were large quantities of visors returned to Mackey. 

First, I want to ask you whether you had an ything to a with the 
visors that were sent over from the J. Mackey 

Mr. Grirman. Yes, sir? my job as shipping tna receiving clerk was 
to check in all merchandise, whether it came from J. Mackey ¢ or whether 
it was Government-furnished material, or such, and also to pack up 
and ship to any company that sent us faulty material or otherwise 
stuff that had to go back to a company. My job was taking in the 
material and also shipping it out. 

Mr. Kennepy. So you were familiar with the visors that were sup- 
plied by J. Mackey ? 

Mr. Grirman. Yes, sir. 

Mr. Kennepy. Now, would you tell the committee whether there 
were large quantities of defective visors found among the materials 
which were sent or delivered to the Ideal Uniform Co. ? 

Mr. Grirman. What do you mean by a large shipment ? 

Mr. Kenn NEDY. Were there thousands upon thousands of defective 
visors / 
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Mr. Grirman. No, sir. 

Mr. Krennepy. Were there thousands upon thousands of defective 
visors returned to J. Mackey & Co. ? 

Mr. Grirman. No, sir. 

Mr. Kennepy. And you were in a position to know whether those 


visors were defective ? 


Mr. Grirman. As the receiving clerk, my job was to check in the 
materials as to the quantity against their packing lists, and also to 
give a visual inspection before they were passed into operation to the 
visor machinery to put the visor on the cap itself. 

Senator Munpr. You could scarcely be expected to remember the 


exact number of visors returned. You would know if there had been 


thousands upon thousands. Could you give us any rough idea as to 
about how many such defective visors were returned to J. Mackey? 
Mr. Grirman. I would say, offhand, there were less than 1,000. 
That is in all of the time I was there. 

Mr. Kennepy. How many ? 

Mr. Grirman. Less than 1,000. 

Mr. Kennepy. You wouldn’t say there were 32,000? 

Mr. GritmaNn. No, sir 

Mr. Kennepy. During 1951 you wouldn’t say there were 32,000 


visors returned ? 


Mr. Grirman. Not from the time I started there until I left. 
Mr. KenNepy. Would you say testimony to the effect that there 


were thousands of visors returned is incorrect? 


Mr. Grirman. That is right, sir. 

Mr. Kennepy. Did you know Mr. Lizzi when he was there? 

Mr. Grirman. Yes, sir. 

Mr. Kennepy. Did Mr. Lizzi know you? 

Mr. Grirman. Yes, sir. 

Mr. Kennepy. Do you know why it was Mr. Lizzi could not remem- 
ber that you had worked in the plant; did you know him that well? 
Mr. Grirman. I knew him that well, and I knew his wife and we 
had been to Christmas parties together, and I knew him well enough 


to speak to him and his wife both. 


Mr. Kennepy. And he was asked when he appeared before the 
committee if he could name anybody else who worked in the plant 
that knew anything about these visors, and he said he couldn’t remem- 


ber anybody’s name. Do you think that ordinarily he could have 


remembered your name, did you know him that well? 

Mr. GrirmAn. I think that he knows, but that is up to him whether 
he wants to say or not. He knew me. In fact, Mr. Lizzi had seen 
me in Freeport a couple of times since I left Schlesinger’s and he 
has come up to me.and said “Hello” and shooted the breeze with me. 
Mr. Kennepy. Mr. Lizzi also stated there were some defective 
visors that he had to set up a special inspection service to deal with 
the defective visors, is that correct? 

Mr. Grirman. No, sir. 

Mr. Kennepy. Was there such a special inspection service? 

Mr. Grirman. No, sir. 

Mr. Kennepy. Now, he also stated that there were so many defective 
visors that their girls had to be sent home because there wasn’t enough 
work to do. Is that correct? 
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Mr. Grirman. I remember some girls being sent home but I don’t 
believe it was for the reason of defective visors. The reason was they 
had one girl sewing the visors on the hats and in fact sometimes 
Mr. Schlesinger and Lizzi himself helped to sew them on so they 
could give the girls enough work, but the girls were sent home because 
they didn’t have enough hats to sew the sweatbands in. That was the 
girls that do the hand sewing of the sweatbands. 

The Cuarrman. They did not have enough sweatbands? 

Mr. Grirman. Didn’t have enough hats with the visors sewed on, 
because they only had one girl doing that operation and there was a 
girl, and I don’t remember her last name but the first name was Anna, 
and I understand she is dead now. 

Mr. Kennepy. They weren’t sent home because of the fact there 
were so many defective visors? 

Mr. Grirman. No, sir. 

The Cuatrman, Has this previous transcript been transmitted to 
the Justice Department ? 

Mr. Kennepy. No; it has not. 

The Cuatrman. The Chair will direct the staff to transmit the pre- 
vious testimony that conflicts with this, and the testimony of this wit- 
ness, and such other as may be developed on this point to the Justice 
Department with the request that they examine it and perform their 
duty accordingly. 

Mr. Kennepy. Did you perform other services for Mr. Schlesinger 
during this period of time? 

Mr. Grirman. Yes, sir. 

Mr. Kennepy. What other services? Were you aware of the fact 
that he kept a warehouse ? 

Mr. Grirman. Yes, sir. 

Mr. Kennepy. And did you bring or take any materials to the 
warehouse ? 

Mr. Grirman. Yes. 

Mr. Kennepy. Could you tell the committee about that ? 

Mr. Grirman. When Mr. Schlesinger moved to Freeport from New 
York City, he brought with him a quantity of materials, and when the 
Government contract for the Air Force hats came through we had to 
make room to bring this material into the plant. To do this we took 
the material he had brought from the city and stored it at Variety’s 
warehouse in Baldwin, Long Island. 

Mr. Kennepy. Did you make several trips to Variety’s warehouse ? 

Mr. Grirman. Yes, sir. 

Mr. Krennepy. Did he take any material to Variety’s warehouse in 
your estimation could have been Government-furnished material ? 

Mr. Gritman. Yes, sir. 

Mr. Kennepy. Could you describe in your own words about that? 

Mr. Grirman. Well, there was material known as khaki, and it 
could have been Marine Corps khaki or Army khaki, or any kind of 
khaki, and I cannot say myself whether it was Government materia] 
or not. 

Mr. Kennepy. Were there tags on it ? 

Mr. Grirman. There were plain tags on it, and there was no name 
of a mill or anything, just giving the yardage, the weight of the mate- 
rial, and the width of the material. Also there was blue material, such 
as used by the Navy for uniform hats. That isthe dark blue. There 
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was also some, I believe, of the greenish color used by the Marine 
Corps, and also there was what was known as the OD. 

The Cuatrman. Is there any way you can identify it as Govern- 
ment material ? 

Mr. Grirman. Other than by color, there was no way I could identify 
it, and there were no tags saying it was Government material. 

The Cuatrman. Would Government material normally have tags 
on it identifying it as such ? 

Mr. Grirman. Yes, sir. 

The Cuarrman. Would any material that you might purchase from 
some other company have the identification of that company or that 
manufacturer on it / 

Mr. Grirman. Yes, sir. For example, American Mills, and I think 
there is another one, have their own tag with their name right on the 
tag, and in fact most of them do. 

The CHatrMan. You said just plain tags. Would that indicate— 
and I am not sure of this—but would that indicate it had been Govern- 
ment property, and the original tags had been removed, and plain tags 
such that you could do that ? 

Mr. Grirman. That is very possible. 

The CHatrman. Or if it had been some other manufacturer’s, that 
those tags had been removed and plain tags were substituted ? 

Mr. Grirman. That is possible, also. 

The Cuatrman. The plain tags on it is something unusual, and 
something that does not ordinarily occur, because any manufacturer 
puts his tag on there and the Government puts its tag on there. 

Mr. Grirman. That is right. 

The Cuarrman. Had you ever seen any with plain tags before? 

Mr. Grirman. No, sir. 

The Cuatrman. Thank you very much. 

Mr. Kennepy. Now, you also saw some of this material in the ware- 
house when you were there ? 

Mr. Geirman. That is right. 

Mr. Kennepy. As far as positive identification, you cannot make it; 
is that right ? 

Mr. Grirman. No, sir. 

Mr. Kennepy. It could have been either Government-furnished ma- 
terial or civilian material. 

Mr. GrirmMann. That is right. 

Mr. Kennepy. Now, did you also year Mr. Schlesinger talk, and did 
you know there was a friendly relationship between Mr. Schlesinger 
and Colonel Shirley ? 

Mr. Grirman. Yes, sir. 

Mr. Kennepy. In what connection did you hear or have any infor- 
mation on that? 

Mr. Grirman. I made two trips to Colonel Shirley’s house, and that 
ison Poplar Street in Garden City. 

Mr. Kennepy. For what purposes ? 

Mr. Grirman. On one occasion I took a box and a manila envelope; 
and the manila envelope was sealed and the box was tied with cord. 

Mr. Kennepy. So you did not know what it was. 

Mr. Gritman. I could not see. 

Mr. Kennepy. What was the second occasion ? 








TEXTILE PROCUREMENT IN THE MILITARY SERVICES 2123 


Mr. Grirman. The second occasion I took a bouquet of flowers to 
Mrs. Shirley, and I don’t know whether it was her birthday or anni- 
versary or what it was. 

Mr. Kennepy. That was sent by Mr. Schlesinger ? 

Mr. Grirman. By Mr. Schlesinger. 

Mr. Kennepy. Were there other times that you knew or heard that 
Mr. Schlesinger was entertaining Colonel Shirley ? 

Mr. Grirman. Y es, sir. On 3 or 4 occasions, Mr. Schlesinger asked 
me to go down and clean up a boat that he had, and he said he’d be 
out with the colonel, and the boat was in quite a mess, and so I had 
to go down and wash the boat down and clean up the inside of the 
cabin ; and on other occasions he would ask me to go down and clean 
it up, to get ready, that Colonel Shirley was going out with him. 

The Cuamman. What kind of a boat? 

Mr. Grirman. It was a 38-foot Wheeler or a Richardson, and I 
am not sure of the make of the boat. It was kept at Chatfield’s in 
Freeport. 

The Cuatrman, Are there any further questions? 

Senator Munpr. It was a cabin cruiser; is that what you are talk- 
ing about? 

Mr. Grirman. Yes, sir. 

The Cuarrman. When did you leave Mr. Schlesinger’s employ? 

Mr. Grirman. It was in August of 1950, sir. 

The Cuarrman. August of 1950? 

Mr. Grirman. I believe that is the date. 

The CuatrmMan. Or was it 1951? 

Mr. Grirman. August 24, 1951. 

The Catan. The Chair wishes to thank you very much, and 
to express the appreciation of the committee for your forthright testi- 
mony. This committee has one of the most difficult jobs—that I have 
experienced at least—in trying to get the truth. We encounter all 
kinds and character and all sorts of devices and every means of ob- 
struction, it seems, in trying to protect this Government and the in- 
terest of the taxpayers of our country from being defrauded. It is 
a source of consolation and gratification to this “committee when a 
witness comes up here and simply tells us the truth without us having 
to cross-examine him and put up with his fifth amendment arts and 
cunning, and sometimes just plain lying. 

So I feel today that it is with the type of testimony that we have 
heard thus far that the work of this committee will be done. Al- 
though you cannot see the fruits of it or the results of it immediately, 
because of remedial action that has been taken in the administrative 
branch of the Government, particularly with respect to procurement, 
the work of this committee may be di aily saving the taxpayers of this 
country thousands of dollars that would have been lost or it would 
have been defrauded out of except that we have alerted some of the 
contractors to the fact that they probably will not be able to get by 
with some things they have been getting by with. 

And also, it will cause the procurement services to devise means and 
ways of getting greater elicienct and more economy into their 
operations. 

I thank the witness very much. 

Senator Munpr. You may have already covered this, but in re- 
sponse to the letter that we wrote to the Defense Department and in 
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response to the colloquy we had here yesterday, I had a call from the 
Secretary of the Army congratulating our committee on what we 
are doing and telling us that they were not only going to blacklist all 
of these fifth amendment cases but, wherever possible, cancel the con- 
tracts and payments, and if they could gather the data they would 
move with great dispatch. 

The Cuatmrman. The Chair had a call from the Secretary of the 
Army and I announced that this morning. Thank you very much. 

Mr. Kennepy. Mr. Freedman. Larry Freedman from the Jerome 
Hat Co. 

The Cuarrman. Will you be sworn? Do you solemnly swear that 
the evidence you shall give before this Senate Investigating Subcom- 
mittee shall be the truth, the whole truth, and nothing but the truth, 
so help you God? 

Mr. Freepman. I do. 

(Members present at this point: The Chairman and Senator 
Mundt.) 

TESTIMONY OF LARRY FREEDMAN 


The CHarrman. Will you state your name, please ? 

Mr. FreepMan. Larry Freedman. 

The CuarrmMan. What is your address? 

Mr. FreepMan. 690-03 233d Street, Bayside Hills, Long Island. 

The CHarrman. I note you do not have counsel with you. I know 
the rules of the committee, and you are entitled to counsel if you 
desire. Do you waive counsel ? 

Mr. Frerepman. I do. 

é ar. Kennepy. Mr. Freedman, you are partner in the Jerome Hat 
0. ? 

Mr. FreepMan. That is right. 

Mr. Kennepy. That is on East 139th Street, Bronx, N. Y.? 

Mr. Kennepy. And you manufacture hats? 

Mr. Freepman. That is right. 

Mr. Kennepy. Now, in 1950, you were in the same capacity doing 
the same job? 

Mr. FreepMan. Yes, sir. 

Mr. Kennepy. In September, specifically during the summer of 
1950, were you trying to buy some OD serge? 

Mr. FreepmMan. That is correct. 

Mr. Kennepy. OD serge wool? 

Mr. Freepman. Yes, sir. 

Mr. Kennepy. Were you having a very difficult time finding OD 
serge wool ? 

Mr. FreepMan. Yes, sir. . 

Mr. Kennepy. Were all of the commercial users having difficulty 
finding OD serge at that time? 

Mr. FreepMan. That is right. 

Mr. Kennepy. Were you able to locate any OD serge wool? Now 
OD serge wool is the type of material that is also used in Govern- 
ment contracts; isn’t that correct? 

Mr. Freepman. That is right. 

Mr. Kennepy. For the manufacture of uniforms for military per- 
sonnel ? 

Mr. FreepMan. Yes, sir. 
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Mr. Kennepy. Did you ultimately find or locate some OD serge 
wool ? 

Mr, FreepMan. I did. 

Mr. Kennepy. From whom did you finallv purchase it? 

Mr. Freepman. Ideal Uniform Cap Co. 

Mr. Kennepy. How much did you purchase? 

Mr. FreepMan. I don’t recall right offhand, a few thousand yards, 

(At this point Senator Revercomb entered the room. ) 

The Cuaimrman. Would photostatic copies of invoices and can- 
celed checks help you to refresh your memory ? 

Mr. FreepMan, Yes. 

The CHamman. The Chair presents to you what purports to be a 
photostatic copy of an invoice and also what purports to be a photo- 
static copy of a check, presumably in payment of that invoice. Will 
you examine them, please? Will you identify them, please? 

(The documents were handed to the witness. ) 

Mr. FreepMan. Those are mine; the check is mine. 

The Cuairman. You do identify them? 

Mr. FreepMan. Yes, sir. 

The CHarruan. What is the photostatic copy of the invoice? 

Mr. Freepman. That is an invoice for 1,56414 yards of o. d. serge. 

The CHairman. Who is it from? 

Mr. FreepMan. Ideal Uniform Cap Co. 

The Cuatrman. What is the date of it? 

Mr. FreepMan. September 13, 1950. 

The CHarrmman. You received that invoice? 

Mr. FreepMan. I did. 

The Cuairman. The original of it? 

Mr. Freepman. I did. 

The CuHamman. That may be made exhibit No. 2, and now do you 
identify the check and state what it is. 

(Exhibit No. 2 was marked for identification, and will be found in 
the appendix on p. 2158.) 

Mr. Freepman. The check in the amount of $8,759.80, in payment 
for the above invoice. 

Senator Munpr. I thought it was for $1,000. 

Mr. FreepMan. No; the yardage is 1,000, at $5.60 a yard. 

The Cuamman. The check may be made as exhibit No. 3. 

(Exhibit No. 3 was marked for identification, and will be found 
in the appendix on p. 2159.) 

The CHatmrman. You say at the time you obtained this material 
from the Ideal Hat Co., it was very difficult to secure? 

Mr. FreepMan. That is right. 

The CHatrMan. What significance did it have that this material 
did not have a manufacturer’s tag on it or a Government tag on it, 
and what significance did you attach to that? 

Mr. FreepMan. None whatsoever. 

The CuarMan. You mean you do get material that way without 
tags on it? 

Mr. FreepMan. Sometimes I do. If you buy directly from the 
mill, you have the mill’s tag on it, and there are jobbers that sell mate- 
rial and they put their own tag on it. 

The CHatrmMan. Who is that? 








2126 TEXTILE PROCUREMENT IN THE MILITARY SERVICES 


Mr. FrrepMan. Jobbers, and in New York on Fourth Avenue, they 
have a blank tag they put on material. 

emer Mounpr. How did you learn about the availability of this 
wool? 

Mr. Freepman. I tried a few different mills and I tried all of the 
jobbers downtown, in New York, and then I tried a few manufacturers 
to see if they had any material available and the last one I came 
upon was Mr. Schlesinger of the Ideal Uniform and he said he had 
it, and he mentioned the price, and it was agreeable to me, and I 
bought it. 

Senator Munpr. Was that the prevailing price for wool at the time 
or was it different? 

Mr. Freepman. That was about the price at the time. It sky- 
rocketed after that, a few months later. 

Mr. Kennepy. Mr. Freedman, what was the prevailing price at 
that time at which you purchased this material? 

Mr. FreepmMan. It was between 5 and 514. 

Mr. Kennepy. Did you not tell us when you first talked to us that 
the prevailing price at that time was $7 and you got it for $5? 

Mr. FreepMan. No. 

Mr. Kennepy. And did you not say it struck you as unusual that 
Mr. Schlesinger had it? 

Mr. FreepMan. I did not; I beg to differ. 

Mr. Kennepy. Did you mention anything about the $7 ? 

Mr. FreepMan. I just said that a few months later it went up. 

Mr. Kennepy. Did you not tell us initially that the price at that 
time was $7 and you were able to get it from Mr. Schlesinger ? 

Mr. FreepMan. I am sorry; I did not say that. I did not say that. 
I told Mr. Balaban in my office at the time the same thing, if he remem- 
bers correctly. In fact, the goods went up from $3 to $5.60 a few 
months before, before September of 1950 and around 1949 the goods 
was worth $3 a yard. 

The Cuarrman. They had gone up from $3 to $5? 

Mr. Freepman. Yes; and to $7 and $7.50. 

The Cuarrman. Are there any further questions? 

Mr. Kennepy. Had you ever bought from Schlesinger before? 

Mr. Freepman. Not that I recall. 

Mr. Kennepy. Have you bought any materials from him since that 
time? 

Mr. FreepMan. No. 

Mr. Kennepy. How did you say that you came across him? 

Mr. Freepman. I called on a number of manufacturers in the same 
business that I am in. 

Mr. Kennepy. What did they tell you? 

Mr. Freepman. That they did not have any available. 

Mr. Kennepy. How did you happen to get Mr. Schlesinger’s name? 

Mr. FreepMan. He is in the same business, and I went down the 
line trying to get it because I had orders for it and I was looking 
for the material. 

Mr. Kennepy. Mr. Schlesinger was the only one that seemed to 
have any ? 

Mr. FreepmMan. He was the only one. 

Mr. Kennepy. Did he tell you where he had gotten it? 

Mr. Freepman. No. 
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Mr. Kennepy. Did you ask him? 

Mr. FreepMan. No; I did not. 

Senator Munpr. Was this what you call OD serge? 

Mr. Freepman. That is right. 

Senator Munpr. Is that issued by the Government or is that issued 
by commercial companies 

Mr. FreepMan. It is made by mills for commercial use and for 
Government use. 

Senator Munpr. The same grade regardless ? 

Mr. FreepMan. The same grade. 

Senator Munpr. What does OD stand for? 

Mr. FreepMan. Thatis the color, khaki color. 

Senator Munpt. It has a certain weight and a certain weave and a 
certain color? 

Mr. FreepMan. That is right. 

Senator Munpr. That is OD? 

Mr. FreepMan. That is right. 

Senator Revercoms. What had caused the shortage of this material ? 

Mr. FreepMan. The Korean situation. 

Senator Revercoms. The Korean situation ? 

Mr. FreepMan. Yes, sir. 

Senator Revercoms. That indicated to you that much of this cloth 
was going into Government manufacture? 

Mr. FreepMan. I never had a Government contract. 

Senator Revercome. This kind of cloth that you say you could not 
buy from a number of jobbers or manufacturers until you reached 
this particular seller and there was a scarcity due to the Korean 
situation: Did that indicate to you that the cloth was generally bemg 
taken up by the Government for the manufacture of uniforms? 

Mr. FreepMan. No. 

Senator Revercoms. It did not indicate that to you? 

Mr. FreepMan. No. 

Senator Revercoms. How recently had you bought this same kind 
of material ? 

Mr. Freepman. I buy it every day and not every day but I have 
been in the same business and I buy it quite frequently. 

Senator Revercoms. Prior to this purchase, when had you bought 
some such material ? 

Mr. FreepMan. All during 1948, 1949, and 1947, and 1946, and 1945. 

Senator Revercoms. But in a matter of months, can you state how 
recently prior to this purchase you had bought this kind of cloth? 

Mr. Freepman. Well, I had some cloth in my place, in my place of 
business and then the Korean situation came into being and I started 
using up my cloth and getting a big backlog of orders and the orders 
started coming in terrifically and I could not cover the orders with 
the material I had and I started looking around for material. 

Senator Revercoms. And your orders were for commercial stores ? 

Mr. FrerpmMan. Army and Nav y stores. 

Senator Revercome. And that is not a Government store ? 

Mr. FreepMan. No. 

Senator Revercoms. And it became scarce when we started prepar- 
ing for the Korean situation ? 

‘Mr. FreepMan. Thatis right. 

Senator Munpr. Did you have any Government contracts ? 
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Mr. FreepMan. Never. 

Senator Munpr. Never, or just at the time? 

Mr. Freepman. I never had one since or before. 

Senator Munpr. You distribute to commercial operations ? 

Mr. FreepMan. That is right. 

Mr. Kennepy. I want to correct something, an inference of my 
I question about the $7 and $5. I checked with our people and I found 
1 out I misunderstood what they had told me, and so I apologize. 

) Mr. FreepMan. Thank you. 

Senator Rrevercoms. I have one more question. Did you know, 
Mr. Freedman, at the time you made this purchase on September 13, 
i 





1950, that the Ideal Uniform Cap Co. was manufacturing caps for 
the armed services ? 
Mr. FreepMan. I did not. 
Senator Revercoms. You did not? 
Mr. Freepman. No. 
The CuHarrman. All right, thank you very much. We appreciate 
your presence. 
Come around Mr. Schlesinger. 
(Present at this time are: The chairman and Senators Mundt and 
Revercomb.) 
The CuatrmMan. Will you be sworn, please? 
You do solemnly swear that the evidence you shall give before this 
Senate investigating subcommittee shall be the truth, the whole truth, 
and nothing but the truth, so help you God? 
Mr. Scuuesincer. I do. | 


TESTIMONY OF SOL SCHLESINGER, ACCOMPANIED BY HIS 
COUNSEL, MILTON LIPSON 


The Cuatruan. You have appeared before the committee, Mr. 
Schlesinger, previously in the course of this investigation ? 

Mr. Scuuesincer. Yes, sir. 

The Cuarrman. You have been here in the hearing room during 
the day and heard the testimony particularly this afternoon, have 
you ? 

Mr. Scuiestncer. Yes, sir. 

The Cuarrman. The Chair wishes to give you an opportunity, if 
you care to do so, to refute it or make any statement or comment you 
desire. I note you have counsel with you. 

Counsel, will you identify yourself for the record ? 

Mr. Lrreson. Milton Lipson, 369 Lexington Avenue, in the city of 
New York. 

Mr. Scutxestncer. Do I understand you want to give me the priv- 
ilege of just taking it point by point by myself and refuting it? 

The Cuatrman. Yes, sir; and I wish you would submit any docu- 
ments that you have. 

Mr. Scutestncer. I really appreciate that. 

I might not take them in the order they were given here, but I will 
give them as best I can. 

Let me start first with the Marine Corps. It is possible that we 
were late on contracts and, in fact, we were. 

The CuarrMan. It is not possible, you were? 
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Mr. Scutesincer. I will correct that. We were, but I think that 
you will find that the majority of cap manufacturers, and I do not 
know about other contractors, but you will find the majority of cap 
manufacturers are; and you will find on current contracts for the 
green uniform caps that most of the manufacturers are delinquent and 
contract after contract has been placed on top of delinquent and de- 
linquent contracts. 

The very thing that I was castigated for and Colonel Shirley was 
castigated for by this committee is happening at the present time. 
Of course, I do not blame the Army for it. 

The Carman. Let us not say that you are being castigated by 
this committee. This committee is trying to get the truth and, there- 
fore, you are given this opportunity to testify. But somebody is kind 
of castigating the Government from the evidence we have heard. 
That is all we want, to get the information. This is a serious matter 
and we are trying to find out something about the truth, and find ways 
to remedy Government operations and also, to eliminate people who 
may be imposing on the Government. 

Senator Munpt. What is wrong with the cap business and why is 
it that they are all delinquent ? 

Mr. Scuiestncer. That is what I want to explain if you will give 
me an opportunity and I think that I can serve this committee if you 
will give me an opportunity to explain it. 

First of all, the fault or causes of lateness are not always the manu- 
facturers’ fault. Very often the Government is at fault with late 
deliveries of material, which has happened to me, and improper speci- 
fications and improper drawings or patterns. 

Now you take the Air Force contract. We had the first large order 
on a new procurement. The only orders that had been paid previ- 
ously to that were pilot orders of very little significance. When you 
go into mass production you find all of the errors that were made in 
the specifications and in the patterns. 

I remember very often there were cases where they would specify 
on total width, and I am just giving examples now, of an inch and a 
half composed of three things that would add up to an inch and three- 
quarters. 

Now, you could not satisfy both specifications and so things like 
that had to be corrected. Asa result of that, we were late. The Gov- 
ernment never complained about it and, therefore, we never 

The CHarrMaNn. You hear a witness state here that they complained 
about it. 

Mr. Scuiesincer. Well, when I say “complained” they never 
brought any punitive action and, therefore, we did not find it neces- 

sarv to have our schedule modified sufficiently. 

The CHAIRMAN. They did not bring any punitive action, and that 
may be one of the inefficiencies that we are inquiring into. 

Mr. Scuiestncer. As I say, very often the fault was the Govern- 
ment. Now, I know right now on these late manufacturers 

Mr. Kennepy. On that one contract, Philadelphia Uniform Cap 
Co. had one. 

Mr. ScuLestnceR. I did not say all, I said “most.” 

Mr. Kennepy. Let us get down to specifics now, Mr. Schlesinger. 

Mr. ScuurstNcer. When a manufacturere bids on an item 

Mr. Kennepy. Let us tell the truth, Mr. Schlesinger. 
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Mr. ScutestNcer. I am here to tell the truth and I want to tell the 
truth. 

The Cuarmman. The Chair is going to give you an opportunity to 
make a brief general statement—let me finish—the Chair is going to 
give you an opportunity to make a brief general statement and then, I 
want you to get down to specifics about these matters that have been 
testified to about the Ideal Cap Co. 

Mr. Scuxstncer. I certainly will. 

Where some manufacturers are concerned, if they were awarded 
contracts for less than their full production, they can get it out faster. 
If I was awarded a contract for two caps, I can get it out for you in 
an hour and that is what happened in many cases. 

People bid for more, but when the evaluation was finally made, 
they only got a quarter of what they bid for and the delivery schedule 
remained the same, regardless of the quantity. So, of course, they 
delivered on time or before time and I am not denying that. But you 
will find that the majority of cap manufacturers are late. 

It is true today and it always has been true. I say that we are 
dealing with human hands that make it and not machinery that die- 
casts it or hammers it out like die stamping. Allowances have to be 
made, most of them are women, to be made for people who are ill and 
I say for specifications and for material shortages and, not shortages, 
but material defects and specifications and things like that. 

I believe that a percentage should be put into Government delivery 
schedules that when they are 85 percent completed or 80 percent com- 
pleted, that should constitute fairly good delivery schedules. 

Now, when you get to the end of your contract, you have got all of 
your little pieces left over to tie in to complete and that takes time. 
This Marine Corps contract that Mr. Manganaro talked about, I am 
sure the bulk of that contract was delivered not 6 months late. 

Mr. Kennepy. Could I ask on that, do you have your records on 
that? 

Mr. Scuuxsrncer. No, I do not. 

Mr. Kennepy. Could you make your records available? 

Mr. Scuuestnerr. No, I do not believe so and I do not know if I 
have records on that. 

Mr. Kennepy. Would you make your records available? 

Mr. Scutestneer. I do not know if I have them. 

Mr. Kennepy. If you have them, would you make them available / 

Mr. Scuixstncer. I have to find out if I have them. 

The Cuarrman. You do not have to find out anything. 

Mr. Scuiestncer. [ cannot make a statement I do not know about. 

The Cuarrman. Well now, you say that you do not know whether 
you have them available or not. Is there any reason why you are 
unwilling to make your records available to this committee, whatever 
records you may have in connection with your Government contracts? 

(The witness consulted with his counsel.) 

Mr. Scuurstncer. I am sorry. Just one second, Mr. Chairman. 

(The witness consulted with his counsel. ) 

The Cuarmman. The Chair is being patient. 

Mr. Scutesrncer. I have taken the fifth amendment on various rec- 
ords that pertain to my income in connection with the Treasury De- 
partment investigation, The records I have that are prior to the 
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years covered by this investigation which cover this Marine Corps 
matter, if I have it, I will gladly give it to you. 

The CHarrman. They may not cover it and they may not be per- 
tinent, I do not know. The question is if you want to cooperate with 
this committee. The committee wants to inspect your records. That 
is the best evidence and we do have testimony here with which you 
are very familiar. 

If we cannot inspect your records and you are going to take the fifth 
amendment on it, we cannot have your cooperation in that respect so 
that we can check the accuracy of other information we have. If we 
do not have that, I do not want to sit here and listen for a long time 
to some explanation that we have no way of checking against. 

Senator Munpr. What years are covered in your income-tax diffi- 
culty ? 

Mr. Scuiestncer. 1950 on up. 

Senator Munpr. All of the way from then to now? 

Mr. Scutesincer. I imagine it will be up to the present. 

Mr. Kennepy. For instance, this sale to Mr. Freedman, could you 
make your records available to that ? 

Mr. Scuiestncer. When was that sale made? 

Mr. Kennepy. In 1950. 

Mr. Scutesincer. That would fall into that category. 

Mr. Kennepy. Why would you not make them available? 

Mr. Screstncer. You have my invoice there, Mr. Kennedy, and 
I do not see 

. Mr. Kennepy. Just tell me, why would you not make them avail- 
able ? 

Mr. Scutestncer. I am still under investigation by the Treasury 
Department with regard to my income-tax returns and when this 
investigation was started I was advised by my tax attorney that as an 
individual I should refuse to turn over my books and records which 
the Department requested on the grounds that they might tend to 
incriminate me. 

Mr. Kennepy. Do you agree with your attorney’s advice that if 
you turned over these books and records they might tend to incrimi- 
nate you? 

Mr. Scutestncer. Well, I pay my attorney 

Mr. Krnnepy. Do you agree with him? 

The CuatrmMan. You are the witness and do you state under oath 
that if you turned over your books and records that those books and 
records which you kept in connection with your business might tend to 
incriminate you? You are the witness, 

Mr. Scuiestncer. They might possibly. They might possibly tend. 

The CyatrmMan. Let me ask you about another account here. Are 
you willing to turn over your records in connection with the deposit 
you made in the Baldwin National Bank, Baldwin, N. Y.? 

Mr. Scnirsincer. No, sir, on the same grounds, that they are also 
tied in. 

The Crarrman. Do you want to take fifth amendment on that, too? 

Mr. ScHLESINGER. Yes, sir. 

Senator Munpr. Why did you not tell the Renegotiating Board 
about that matter ? 

Mr. Scuiestncer. I do not know. 

(The witness consulted with his counsel.) 
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| Mr. Scuuesrncer. On advice of counsel I respectfully decline to 
| answer on the constitutional grounds that such answer involves my 
income now under Treasury investigation and as such, might tend to 
: incriminate me. 

| The CuatmrMan. You mean that you are not going to subject your- 
i self to cross-examination about this evidence you have heard here this 
l afternoon and to the way you kept them which on the face of it at 
| least, indicates that you have defrauded the Government. You are 





| 
| 
| 
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not willing to answer questions about that? 

Mr. Scuiestncer. On advice of counsel I respectfully decline to 
answer the question on the constitutional grounds that such answer 
involves my income now under Treasury investigation and, as such, 
might tend to incriminate me. 
| Senator Munpr. Mr. Schlesinger, the Ideal Uniform Cap Co. has 
| a current contract with the Government. 
} 





Mr. Scuiestncer. At the present time? 
| Senator Munpr. Yes. 
Mr. Scuiestncer. No, sir. 
Senator Munpr. When did you have the last time, when was the 
last contract or subcontract ? 
Mr. Scuesrncer. Some time last year. 
: Senator Munpr. You are not doing any business with the Gov- 
| ernment now ? 
Mr. ScurxEsincer. No, sir. 
| Senator Munpr. You have no subcontracts of any kind? 
Mr. Scuesincer. No, sir. 

Senator Munpr. None under any other names or any other com- 
panies ? 

Mr. Scurestncer. I have not resorted to anything like that. 

Senator Munpr. No company with which you have an interest? 

Mr. Scnuestncer. I have not resorted to that. 

Senator Munpr. Did your cessation of business with the Govern- 
ment result as a consequence of blacklisting growing out of these 
hearings? 

Mr. Scutestncer. That is right, sir. 

The CuarrmMan. Would it not be to your interest to tell us the truth 
and if you have not been defrauding the Government and if every- 
thing is up and up, go back in business with them ? 

(The witness consulted with his counsel.) 

Mr. Scuiestncer. When the Treasury Department finishes the in- 
vestigation and I am no longer in jeopardy, I will be glad to cooperate 
to my fullest extent. 

| The CuatrMan. Well, until then, as far as I am concerned, the wit- 
ness can be excused. 

| Mr. Kennepy. Could I ask him to identify this document? Will 
you identify that document ? 

(A document was handed to the witness.) 

Mr. Kennepy. Would you read that to the committee, please ? 
i Mr. Scuiestncer. The Renegotiation Board, 70 East 10th Street, 
New York City, attention Mr. George House. 

Mr. Kennepy. Dated what? 

Mr. Scuiesincer. February 18, 1954. 
| 
| 
| 


GENTLEMEN: This is to confirm the conversation had with your Mr. House 
wherein we advise him that we do not have a certified financial statement for 
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the year 1952, which your office is presently renegotiating. In fact, we do not 
have certified statements for any year as we never found them necessary in the 
operation of our business. We regret that we cannot be of any greater assistance 
at this time. 

Very truly yours. 

Senator Munpr. Is that signed by you? 

Mr. Scuvesincer. Yes, sir. 

Senator Munpr. Is that your signature? 

Mr. ScuLesincer. Yes; it is. 

Senator Munpr. Is that letter correct ? 

(The witness consulted with his counsel. ) 

The Cruairman. Let the letter be made exhibit No. 4 for reference. 

(The above letter was marked “Exhibit No. 4.”) 

Mr. Kennepy. Is that statement correct ¢ 

Mr. Scuxesincer. I do not know at the present time. 

Mr. Kennepy. Would you have to turn to your attorney to find 
that out 

Mr. Scuuesincer. I wanted to discuss something else with him, the 
constitutionality of it. 

Senator Munpr. You mean you are telling us that you do not know 
whether the letter you wrote was true or false? Is that what you are 
telling us now ? 

Mr. ScH.esincer. You are asking me a question now. 

Senator Munpr. And you can answer that question. 

Mr. Scuuestncer. To the best of my knowledge I am not sure now. 

Senator Munpr. You read the letter and you identified it and you 
signed it. Is that a true letter or a false letter that you sent the Gov- 
ernment’ Yousay you do not know? 

Mr. Scuiestncer. I imagine it is true, but I would like to look into 
it a little further. 

Senator Munpr. Are you in the habit of occasionally writing false 
letters to the Government ? 

Mr. Scutesrncer. No, generally not. 

Senator Munpr. Then, I think you would be able to say if you wrote 
and signed it, it must have been true. 

The Cuarmman. You are ordered and directed to answer the ques- 
tion whether the letter is true or not. 

Mr. Scuuesrncer. I do not know. 

Mr. Kennepy. Would you write a letter that was false to the Rene- 
gotiation Board ? 

Mr. Scuiesincer. Generally not. 

Mr. Kennepy. Occasionally ? 

Mr. Scuiestncer. I do not know. I do not know the circumstances 
surrounding itnow. It was quite a while ago. 

The Cramman. Do you not know that you did have a certified 
statement when you made this statement to the Renegotiation Board ? 

Mr. Scuiestncer. Apparently not. 

The CuarmMan. Apparently not ? 

Mr. Scutesincer. No. 

Mr. Kennepy. I will direct your attention to this, then. 

(A document was handed to the witness. ) 

(The witness consulted with his counsel. ) 

Mr. Kennepy. Is there a certification on that ? 

Mr. Scniestncer. There is, but I do not recall ever seeing this 


before. 
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Mr. Kennepy. You never saw it? 

Mr. Scutestncer. No. 

Mr. Kennepy. You think your accountant just prepared it and just 
kept it ? 

r. Scuitestncer. I would not know and I do not recall ever seeing 
it before. 

Mr. Kennevy. Do you not know that you submitted it to the mili- 
tary services ‘ 

Mr. Scutestncer. I do not know at the present time. 

Mr. Kennepy. It is under your signature. 

Mr. Scuuxzsincer. I do not recall, Mr. Kennedy. 

The Cuatran. Is that your signature on it ? 

Mr. Scuixstncer. No; my signature is not on here. 

Mr. Kennepy. There is an accompanying letter. 

The Cuarrman. Let the Chair ask you about this exhibit No. 1 
This other one may be made exhibit No. 5. 

(The document referred to was marked “Exhibit No. 5,” for refer- 
ence, and will be found in the appendix on p. 2160.) 

The CuatrmMan. The Chair presents to you exhibit No. 1 to the 
testimony this afternoon, forms that you filed together with a cer- 
tificate and financial statement to the Renegotiation Board. I ask 
you to examine it and state whether you identify this as a photostatic 
copy of the forms you filed with the Renegotiation Board and the 
certificate thereon, together with the supporting documents. 

(Exhibit No. 1 will be found in the appendix on pp. 2149-2157.) 

(Several documents were handed to the witness. ) 

(The witness consulted with his counsel.) 

The CuarmrMan. Now examine that and state if those are photo- 
static copies of the documents that you filed with the Renegotiation 
Board. 

Mr. Scuuestneer. Sir, I am sorry. I did not hear your ques- 
tion. 

The Cratrman. Is that a photostatic copy of the document that 
you filed with the Renegotiation Board together with supporting 
documents ? 

Mr. Scuiestncer. Apparently it is. 

The CuairmMan. Will you look at the certificate and state whether 
that is your signature or not? That is, where you signed it. 

Mr. ScuuxstNcrr. That is my signature. 

The CHAamRMAN, Apparently itis. Will you say that that informa- 
tion contained therein is correct, particularly as to your financial 
status ? 

(The witness consulted with his counsel.) 

Mr. Scuuesincer. Truthfully, Mr. Chairman, it is my signature 
and I do not recall the papers. 

The Cuatrman. You do not recall them? 

Mr. Scutestneer. I do not recall them. 

The Cuarrman. Did you report to the Renegotiation Board in that 
document and in the financial statements supporting it, your bank 
account in the Baldwin National Bank, Baldwin, N. Y.? 

Mr. Kennepy. If he wants legal advice, Mr. Attorney, he can 
turn to you. 

Mr. Lipson. I am just trying to save the committee’s time and point 
out where it might be. 
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(The witness consulted his counsel.) 

The Cuatrman. You know as a matter of fact that you did not 
report your account in that bank, do you not? 

Mr. Scuiesincer. I am not a bookkeeper, Mr. Chairman. 

The Cuarmman. I did not ask you if you were a bookkeeper. 

Mr. Scutesrncer. When you say I know as a matter of fact, I do 
not see the name of the bank appearing here. 

The Cuarrman. Are there any further questions? 

Senator Munpr. How long has the Income Tax Bureau been in- 
vestigating your taxes? 

Mr. Scuuestncer. Since 1954. 

Senator Munpr. Have you any indication from them as to when this 
investigation is going to be completed so that you can testify? 

Mr. Scuuestncer. None whatever. 

The Cuatrman., I do not care to interrogate the witness any further, 
but the Chair may state that this committee has taken the position not 
only during this administration but in the past administrations that 
these folks who are in the business and come up here, when we go in 
to inquire into it and they take the fifth amendment and refuse to co- 
operate with the committee, that they should not receive any more 

overnment contracts. 

That is the position we took again yesterday. The Chair so an- 
nounced it and the Secretary of the Army has expressed not only his 
willingness, but his anxious desire to cooperate with the committee and 
has taken appropriate steps. 

When a witness with the testimony such as we have here in relation 
to the Ideal Cap Co. comes in and will not disclose his records and 
will not cooperate with the committee so that we may check and deter- 
mine accurately whether the records are correct or whether we have 
the right information, unless the other members of the committee feel 
differently, I do not know why we should indulge in any further waste 
of time. 

You may be excused, Mr. Schlesinger. 

Call the next witness, please. 

Mr. Kennepy. Mr. Baylis. 

The Cuarrman. I want to state further that it is not a matter of 
selecting one contractor or another. They select themselves and they 
put themselves in that category when they fail to cooperate. As far 
as I am concerned, the rule will apply to all of them. 

You will be sworn, please. You do solemnly swear that the evidence 
you give before this Senate Investigating Subcommittee will be the 
truth, the whole truth and nothing but the truth, so help you God? 

Mr. Bayuts. I do, yes, sir. 


TESTIMONY OF JULIUS A. BAYLIS, ACCOMPANIED BY HIS COUNSEL, 
HARRY I. RAND 


The Cuarrman. Mr. Baylis, state your name and place of residence 
and your business or occupation. 

Mr. Bayuis. Julius A. Baylis, 2100 Westbury Court, Brooklyn. 
N. Y., and I am a certified public accountant licensed by the State 
of New York. 

(Members present at this point are: The chairman and Senators 
Revercomb and Mundt.) 
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The CHarrman. You have elected to have your counsel present 
with you ? 

Mr. Bayuis. Yes, sir, I have. 

The Cuairman. Will counsel identify himself for the record ¢ 

Mr. Ranp. My name is Harry I. Rand with offices at the Wyatt 
Building, Washinton 5, D. C. 

Mr. Kennepy. Mr. Baylis, you were served with a subpena to ap- 
pear before the committee ? 


Mr. Bayuis. I was. 
Mr. Kennepy. And you were instructed to produce your records 


including your work papers on Ideal Uniform Cap Co. ? 

Mr. Bayuis. I was. 

Mr. Kennepy. And on Sol Schlesinger of Freeport and Lawrence, 
N. Y., for a period January 1, 1950, to the present time? 

Mr. Bayuis. Yes, sir. 

Mr. Kennepy. Do you have those papers with you? 

Mr. Bayuts. I do not. 

Mr. Kennepy. Your work papers, do you have those with you. 

Mr. Barus. No; I do not have any work papers. 

Mr. Kennepy. Why do you not have your work papers ? 

Mr. Bayuis. Because they were taken or at least delivered to Mr. 
Schlesinger some time ago. 

Mr. Kennepy. Why did you deliver them to Mr. Schlesinger ? 

Mr. Bayuts. At his request and he asked me for them. 

Mr. Kennepy. Do not those papers belong to you, Mr. Baylis? 

Mr. Bayuis. As far as I know, I do not think so. 

Senator Munpr. Can you identify “some time ago”? When did 
you get that request ? 

Mr. Bayuts. I would say about the fall of 1954. 

Senator Munpt. The fall of 1954? 

Mr. Bayuis. Yes. 

Mr. Kennepy. He was under investigation ? 

Mr. Bayuts. So I understand. 

Mr. Kennepy. Even though he was under investigation by the In- 
ternal Revenue Department and you knew those papers would be help- 
ful to the Government, you turned them over to Mr. Schlesinger. 

Mr. Ranp. Mr. Chairman, I should like to say as counsel for Mr. 
Baylis that I resent the implication here that Mr. Baylis may have 
turned these papers over in an effort to handicap the Government. 

Now, I do not think such insinuations by tone or by form of ques- 
tion are warranted. 

The Cuatrman. We will handle it so that you will be pretty well 
satisfied, I think. 

You did the work for Mr. Schlesinger for the Ideal Hat Co. ? 

Mr. Bayuis. My office did, yes. 

The Cuairman. In the course of doing that work you naturally 
had a set of work papers and they accumulated as you undertook to 
do your service for him as an accountant ? 

Mr. Bayuis. Yes, sir. 

The Cnarrman. Those papers are usually retained by the account- 
ant, are they not? 

Mr, Bayuis. Usually they are and occasionally they are not. 

The Cuarmman. Usually they are? 

Mr. Bayuis. Yes, sir. 
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The Cuamman. Now, after Mr. Schlesinger came under investiga- 
tion by the Revenue Department, he came to you and asked for the 
papers. 

Mr. Bayuts. That is so. 

The Cuatrman. He came and asked for them and did you regard 

them as your papers or his papers? 

Mr. Bayuts. I regarded them as his papers. 

The CuarrmMan. You had already delivered him what he had hired 
you to do, had you not, prior to that time? 

Mr. Bayuis. Yes, I would say I did. 

The Cuarrman. When you delivered the other work to him, your 
completed work, he did not ask for the work papers then ? 

Mr. Bayuis. I do not quite understand, Senator. 

The Cuatrman. You did your accountant work? 

Mr. Bayuis. Yes, sir. 

The Cuamman. You satisfied him about that and I assume he paid 
you for it. 

Mr. Bayuis. He did. 

The Cratrman. Prior to the time? 

Mr. Bayuis. Yes, sir. 

The Cuarrman. How long prior to the time? 

Mr. Bayuts. Right up to that particular day. 

The Cuarmman. You were still doing his work? 

Mr. Bayuts. Yes. 

The Cuatrrman. And he came to you after the Revenue Department 
started its investigation of his income tax and asked you for all of 
your worksheets ? 

Mr. Bayuis. That is so. 

The Cuatrman. And you delivered them to him? 

Mr. Bayuts. Yes, sir. 

The CuatrmMan. You do not know what he did with them ? 

Mr. Bayuis. I do not. 

The Cnatrman.. Do you know why he wanted them ? 

Mr. Bayuis. Yes, I think that I do. 

The Cuamman. Why? 

Mr. Bayuts. I think that he retained tax counsel and the tax counsel 
maybe wanted to look them over. 

The Cnatrman. Wanted the papers? 

Mr. Bayuis. Yes, sir. 

The Cuatrman. They are not in your possession ? 

Mr. Bayuts. Definitely not. 

The Cuarrman. They were not in your possession at the time this 
subpena was issued ¢ 

Mr. Bayuis. Not at all, sir. 

The Cuamman. For that reason you say you could not bring them. 

Mr. Bayuis. That is true. 

‘The CoatrmMan. You are not defying the committee? 

Mr. Bayuts, Definitely not, sir. 

The Cuamman. Thé committee asked something of you that you 
could not perform because you no longer have them in your possession. 

Mr. Bayuts. That is true. 

The Carman. Are there any further questions? 

Mr. Kennepy. Is it not the ordinary situation, Mr. Baylis, that the 
work papers belong to the accountant ? 
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| Mr. Bayutis. I would not know, Mr. Kennedy. We have never been 
\ put in such a position to decide whether it was the accountant’s papers 
| or the client’s papers. 

Mr. Kennepy. Who did you confer with prior to turning them over 
to Mr. Schlesinger ? 

Mr. Bayuis. Nobody at all. 
| Mr. Kennepy. You just turned them over ? 

Mr. Bayuis. I just turned them over. He requested them and I 
turned them over to him. 

Mr. Kennepy. Have there been other instances in which you turned 

over your work papers? 

Mr. Baris. To clients? 











. Mr. Kennepy. Yes. 

: Mr. Bayuis. Very many, sir. 

Mr. Kennepy. There have been ? 

| Mr. Bayuis. There have been and at times when clients change ac- 
countants they will ask me for my work papers. I will turn them 
over to the new accountant, or for other purposes. 

Mr. Kennepy. Would you identify this document? 

The Cuarrman. This is exhibit No. 5 to Mr. Schlesinger’s testimony. 
Will you examine it and identify the photostatic copy ? 

(A document was handed to the witness. ) 

(Exhibit No. 5 will be found in the appendix on p. 2160.) 

(The witness consulted with his counsel.) 

Mr. Bayuis. Yes, this is my signature at the bottom of this 
statement. 

Mr. Kennepy. What is the document? 

Mr. Bayuis. The document is known as a balance sheet as of De- 
cember 31, 1952. 

Mr. Kennepvy. Is it a certified balance sheet, certified by you? 

a Bayuis. Technically, I would not call this a certified balance 
sheet. 

7 Kennepy. What do you call it? Is that not a certification by 

ou 
Mr. Bayuts. It is a type of certification; yes. 

Mr. Kennepy. What do you refer to it as 

Mr. Bayuis. What is that ? 

Mr. Kennepy. What do you refer to it as? 

Mr. Bayuis. I would refer to it as just a balance sheet certification. 

Mr. Kennepy. Not a certified balance sheet ? 

Mr. Bayuis. Yes; a certified balance sheet. The difference is this: 
In a certified balance sheet, every item on the balance sheet is verified 
through outside sources. In other words, if we say that there is so 
much accounts payable, we owe so much money, we will write to the 
various creditors and have them confirm that we owe them that amount 
. money and not more or less. We would call that a certified balance 
sheet. 

Mr. Kennepy. This is a balance sheet that i¢ certified ? 

Mr. Bayuis. We call that a certified statement rather. This is just 
: merely a certified balance sheet that we know that at least the items 
) that are on here are stated correctly. 

Mr. Kennepy. So it is a certified balance sheet? 

Mr. Bayuis. I mean, we are getting into technicalities here. 

Mr. Kennepy. You said it was certified. 
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Mr. Baris. I am not trying to debate with you. 

Mr. Kennepy. As of that date, there were listed assets. "Would you 
tell the committee why the Baldwin National Bank is not listed there? 

Mr. Bayuis. Mr. Kennedy, there is no bank listed on here. 

The Cuarman. In arriving at that balance sheet, did you take into 
account the balance of the Ideal Cap Co.’s account in the Baldwin 
National Bank of Baldwin, N. Y.? 

Mr. Barus. I would not know unless I look at the records. 

The CuarrmAn. You have no records to look at, do you? 

Mr. Bayuis. No; I do not. 

The Cuarrman. So you do not know whether it is in there or not? 

Mr. Bayuts. No. 

The CHairMAN. Do you recall whether the bank account of the 
Baldwin National Bank was ever submitted to you for audit? 

Mr. Bayuis. I do not recall. 

The Carman. So you do not know whether that was in there 
or not? 

Mr. Bayuts. No. 

Mr. Kennepy. Had you ever heard of the Baldwin National Bank? 

Mr. Bayuis. Yes, sir. 

Mr. Kennepy. Mr. Schlesinger told you? 

Mr. Bayuts. He did. 

Mr. Kennepy. When did he tell you? 

Mr. Bayuis. Back in 1951. 

Mr. Kennepy. Then, in the assets that were submitted to the Re- 
negotiation Board under “cash” there are three banks listed and the 
total plus cash on hand, $9.98, is $89,738.26. Is that not the same as 
the figure you have on there? 

Mr. Ranp. May we see that, Mr. Counsel ? 

The Carman. I think it is the same. 

(The document was handed to Mr. Rand.) 

The CHairMAN. What is that being handed to the witness now. 
That is exhibit No. 1? 

(Exhibit No. 1 will be found in the appendix on pp. 2149-2157.) 

Mr. Bayuis. Based on these two exhibits, I would say that the 
Baldwin Bank is not included in this statement. 

The Curran. In view of your examination of exhibit No. 1 and 
your examination of exhibit No. 5, you now say that the Baldwin 

ational Bank balance was not included in that certified statement? 

(Exhibit No. 5 will be found in the appendix on p. 2160.) 

Mr. Bayuis. That is true. 

Mr. KEnNNeEDY. That certified statement is certified by you? 

Mr. Bayuis. Yes, sir. 

Mr. Kennepy. And you knew the Baldwin Bank at that time? 

Mr. Bayuts. I knew that there was in existence a Baldwin Bank. 

Mr. KENNEDY. Why did you not have that in the certified state- 
ment? 

Mr. Bayuis. For the reason that I did not know what was in that 
Baldwin Bank at the time. 

Mr. Kennepy. You certified this statement to be correct? 

Mr. Bayuts. I certify that anything on this statement was there. 
This statement was merely a financial statement submitted to—and I 
do not know to whom, and it was submitted at the time and this was 
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not in verification of anybody’s instance that they wanted to compare 
for any reason. 

The Cuarrman. Did he give you the Baldwin Bank as a part of the 
source of his assets ? 

Mr. Bayuis. Based on these two statements, I would say, “No.” 

The Cuarrman. You have no recollection of it ? 

Mr. Bayuis. No; I do not, sir. 

The Cuarrman. He might have withheld that information from 
you? 

Mr. Bayuts. It could be, but as I say, based on this I would say that 
that bank is not included. However, ‘if I had the exact records here I 
could tell you in a minute what happened. 

The Cuarrman. Well, you can tell what happened. It was that you 
did not include it. 

Mr. Bayuts. That I can tell you from this, from these two state- 
ments, 

The Cuarrman. All right, you did include what those banks had 
there that you showed there? 

Mr. Bayuts. Yes, sir. 

The Cuarrman. So if he did have a balance in the Baldwin Bank, 
you did not show it and, therefore, this would not be an accurate state- 
ment as to his financial situation as of that time. 

Mr. Bayuis. Yes, but this 

The Cuatrman. If there was a balance in the other bank ? 

Mr. Bayuts. Senator, I must explain this: On this type of statement 
it isa very common practice at times to omit assets as long as we do not 
overstate our assets. 

The CHatrmMan. I am just trying to get the facts out of you. 

Mr. Bayuis. I am trying to give them to you. 

The Cuarrman. If the Ideal Hat Co., Mr. Schlesinger’s company, 
was reporting to the Government under the Renegotiation Act his 
assets, the assets of his company, and was supposed to report all of 
them, then when he did not inform you or if he did inform you and you 
left out a balance in the Baldwin National Bank, then that was not an 
accurate or true statement that he made to the Renegotiation Board, 
was it ? 

Mr. Bayuts. Mr. Senator, I did not make this statement to the Re- 
negotiation Board. 

The CuHarman. But you gave it to him for use in his business ¢ 

Mr. Ranp. To whom ? 

The Cuamman. To Mr. Schlesinger, and you made it for him, did 
yu not? 

Mr, Bayuts. I evidently, or at least my office prepared these figures 
for him. Now we do not know for what pur pose even this was. 

The Cuarrman. I can tell you the purpose it was used for. 

Mr. Bayuis. This is on Ideal Uniform stationery. 

The Carman. Why would you leave out the Baldwin National 
Bank in that statement ? 

Mr. Bayuis. [f it is certified, one does not say—— 

The CHarrMan. You just admitted it was left out. 

Mr. Bayuts. But this certified statement was not for any Renego- 
tiation Board. 

Mr. Kennepy. It was for the Department of the Army. 

Mr. Bayuis. I do not know about that. 
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Mr. Krennepy. No matter who it was for, why did you leave it out? 

Mr. Bayuis. I do not know. 

Mr. Kennepy. You are a certified public accountant and you would 
do that ? 

Mr. Bayuis. And I have been for a long time. 

Mr. Kennepy. And you certified that statement to be accurate? 

Mr. Bayuis. To be accurate at least to the net worth on here, that 
he had no less of a net worth and he may have had more. 

Senator Munpr. Mr. Baylis, you turned over your worksheets to 
Mr. Schlesinger or to any of your other clients, and do you keep a 
copy of those worksheets in your own office, photostatic copies? 

Mr. Bayuts. No, we do not. 

Senator Munpr. How do you protect your professional standing as 
an accountant if you have no records in your own files to assure “the 
fact that some client does not take the statement that you have pre- 
pared and change it and play on your good name by using your certifi- 

‘ation when he cannot support it by the facts? 

Mr. Bays. He cannot do that. He cannot make any changes on 
my papers. 

Senator Munpr. He could. 

Mr. Bayuis. I cannot help a forgery. 

Senator Munpt. We are not saying he did. 

Mr. Bayuts. If anybody is going to forge my statements 

Senator Munpr. I wonder what protection you have as a certified 
public accountant ? 

Mr. Bayuts. Mr. Senator, we have been in practice for many years. 

Senator Munpr. How can you prevent some crook erasing some- 
thing over your signature and replacing it with some other figures? 
As long as you have the worksheets you have some protection, but 
when you divest yourself of all proof that your work has been honest 
and good and proper and right, what pr otection do you have then? 

Mr. B. ayLis. Mr. Senator, in our 35 years of pre actice, we have never 
had occasion to prove that anybody has changed any of our figures. 
That is the furthest thing from our mind. That is the general prac- 
tice, I believe, of an accountant. 

Senator Munpr. To destroy his worksheets? 

Mr. Bayuts. I do not destroy them. 

Senator Munpr. To destroy his worksheets or to give them to his 
client ? 

Mr. Baytis. Yes, I think so. 

Senator Munpr. We have an accountant on our staff, Mr. Bellino. 





TESTIMONY OF CARMINE BELLINO—Recalled 


Mr. Betiino. That is not the customary practice. You can go to 
any accountant’s office and find there the w orksheets. 

The Cuarrman. Mr. Bellino has been sworn. 

Mr. Be.tino. You can go to any CPA’s office and you would find 
these worksheets, and he would never turn them over to his client. 


TESTIMONY OF JULIUS A. BAYLIS, ACCOMPANIED BY HIS 
COUNSEL, HARRY I. RAND—Resumed 


Senator Munpr. I do not. see how in the world you could protect 
yourself. To get a certification in New York you must be able to 
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prove that you are proper and honorable and ethical to practice, is 
that not right ? 

Mr. Baytis. Senator, we do prove that. 

Senator Munpr. In order to maintain that professional standing, 
certainly a have to have some evidence in your own files that some 
corrupt client has not misused your name and your office and your 
certification, and those are your worksheets. 

Mr. Bayuis. We have maintained this reputation for 35 years and 
we are very, very highly thought of in New York State as certified 
public accountants. 

Senator Munopr. I am not questioning that. 

Mr. Bayuis. An occasion like this has never arisen before. Of 
course, in the future, I will know that if a client wants his work 
papers, I will find out whether it is right to give it to him or not, or 
whether to make a photostat of it. 

Senator Munpr. I am not a certifying authority, but it seems to 
me that you ought to kind of tighten up the practice in your own 
oflice or you are going to run into a peck of trouble more serious than 
this. 

If you are destroying, by giving to your client, your own evidence 
of your own faithful performance of your trust, you are taking a 
lot of chances. 

Mr. Bayuis. Maybe I have too much faith in human beings. 

Senator Munor. I think that you have a lot too much faith in this 
fellow. 

Mr. Bays. Possibly. 

Mr. Kennepy. 1 would think that was especially so when the client 
was under tax investigation by the Government. 

Senator Munpr. Which he knew at the time. 

Mr. Bays. This all happened in 1 day. 

The Cuarrman. Is there anything further ? 

Senator Revercoms. Mr. Baylis, you have been examined about a 
statement to which a certificate is attached and which is before you 
as a photostatic copy. That is exhibit No. 5. From where did you 
get the information to prepare that exhibit? 

(Exhibit No. 5 will be found in the appendix on p. 2160.) 

Mr. Bayuis. From the books and records. 

Senator Revrrcoms. From the books and records. 

Mr. Bayuts. Of the Ideal Uniform Cap Co. 

Senator Revercoms. From the books and records. 

Mr. Baytis. Yes, sir. 

Senator Revercomsn. Now, did not the books and records show that 
there was an account in the Baldwin Bank? 

Mr. Bayuts. It probably did. 

Senator Revercoms. If it probably did, you did not give a full 
statement upon the statement contained on exhibit No. 5. In other 
words, if you were to make a statement which you were to certify 
as a full and accurate statement of the assets of this company, and if 
those books and records of the company showed that in the Baldwin 
Bank there was money and you left it off of the statement, exhibit 5, 
your exhibit No. 5 was not a full and complete statement of the assets 
or deposits in the bank. 

Mr. Bayuis. It may not have been fully complete. However, the 
net worth as shown by this statement did not overstate his net worth. 
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Therefore, we feel that we did not mislead anybody. I took it, or I 
still do take it, that this statement was issued for credit purposes. 

Senator Revercoms. When you make a statement as to net worth, 
do you make it less than the records show the net worth to be, or are 
you making it just exactly what the records show it to be? 

Mr. Bayuis. At times we make it to show less and a very good 
instance of that is this: We will show plant and equipment at $1 
and it might be worth $1 million. 

Senator Revercoms. I am not talking about that kind of rising of 
value. I am talking about money in the bank. You do not list a few 
thousand dollars at $1 in the bank. 

Mr. Bayuis. No. 

Senator Revercoms, This is on the subject of money in the bank. 
If you had access to the records and the records showed that in that 
Baldwin Bank there were some thousands of dollars, why did you 
leave it off? 

(The witness consulted with his counsel.) 

Mr. Bayuts. My recollection is this: That this Baldwin Bank ac- 
count was a dormant account and there were no transactions in there 
and I did not know what the balance was. 

Senator Revercoms. Dormant or active, if money was in that ac- 


‘ count it was there, was it not, and it would reflect the money of that 


company. 

Mr. Bayuis. Yes, but that account was kept by Mr. Schlesinger, 
evidently. 

Senator Revercoms. If the books and records showed it, as you said 
you thought it might 

Mr. Baytts. I thought it might, yes. 

Senator Revercoms. Now, my question is, why did you omit it on 
your statement of the money in the bank of this company ¢ 

Mr. Bayuts. I cannot tell unless I look at these records and there 
may have been a reason for it. I cannot tell. It is possible that at 
that date maybe there was a very insignificant balance or maybe no 
balance and I do not know. 

Senator Revercome. I asked you the question hoping that you would 
give us an answer that would clarify yourself on this, 

Mr. Bayuts. I am trying to. 

Senator Revercoms. You have not. You tell us it was there and 
you thought it was there, and you left it off and you cannot tell why 
you left it off. 

My Baytuts. I am trying very hard to give you a clear answer. 

Senator Revercoms. As to a statement of the balance? 

Mr. Baytis. I do not know whether there was any balance on that 
date unless I look at some records. 

Senator Munpr. There was a balance of $17,000 in that bank and 
you would not call that insignificant ? 

Mr. Barus. If there was that balance it surely was not insignificant. 

Senator Munopr. It was $17,855.22 from the information readily 
available to you as it was to us as of December 31, 1952, the same date 
that Mr. Baylis certified that account. May I call your attention to 
what you wrote in your own handwriting at the bottom of this state- 
ment because this was not any statement just made for Mr. Schlesinger 
to show him that he had at least that many assets and that he had a 
minimum financial credit, 
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Here is what you stated: 


We truly certify that the above balance sheet truly reflects the financial con- 
dition of Ideal Uniform Cap Co. as of December 31, 1952. 

And then you signed it Baylis & Baylis, J. A. Baylis, C. P. A. of New 
York. 

You certified over your signature that this was the financial condi- 
tion and you cannot certify an accurate financial condition without 
showing all of the assets and all of the liabilities. You can certify 
that a man has a certain amount of money there, but that is not what 
you certified. 

As a certified public accountant of New York State and a public 
official you swore to the statement that this was a true financial condi- 
tion of Ideal Uniform Cap Co. and you were $17,000 short. How do 
you explain that? 

Mr. Bayuits. That is what I am just getting at, Senator. It is quite 
possible that that account was not on the books. However, I did not 
want to say definitely unless I looked at some records. 

Senator Munpr. You have divested yourself of the records quite 
conveniently, Mr. Schlesinger has them, and he takes the fifth amend- 
ment and you are talking about a myth when you are talking about 
records. ’ 

Those are the records, I think, that a certified public accountant 
should keep, or a photostat so you do not get in a spot like this. That 
is what Mr. Bellino is telling us and that is what certified public 
accountants that I know do. I wonder how much better a witness you 
would be if you had taken the precaution to be sure that someone was 
not using your good name and good reputation to defraud the Gov- 
ernment as appears to be the case here. 

Mr. Bayuts. As I said before, in our years of practice nobody has 
ever used any of our papers, I mean, to contradict what we say or 
anything else. Therefore, we are always willing to give up our records 
and papers. 

Senator Munpr. I would hope in your years of practice, when you 
signed your name to a financial analysis of the financial condition that 
you have been a lot more accurate and a lot more complete than you 
are when you find yourself $17,000 short on a total which only figures 
up to $189,000. 

Percentagewi ise, that is a pretty big percentage of error for a public 
accountant. I can do that well, myself, and I never have itbaie a 
course. 

(The witness consulted with his counsel.) 

Mr. Bays. Should that require an answer, Senator? 

Senator Munpr. It provides an opportunity for you to answer if 
you want it, but it does not require you. 

Mr. Bayuis. It was not put in the form of a question and, therefore, 
I did not know what was required. 

Senator Munpr. You can’t answer it because you have not any rec- 
ord and Mr. Schlesinger has your records. 

Mr. Bayuts. That is true. 

Senator Munpr. At the top you say “cash in banks” plural, $89,000 
and $17,000 off. You signed your name and said that that is correct. 
I just cannot understand that kind of an accountant. 


Mr. Bayzis. Then I would assume that that bank account was not 
on the books. 
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Mr. Kennepy. You said that you knew about it. 

Mr. Bayuis. I knew it in 1951 and I did not know it at that time and 
I did not know what happened to that account evidently. 

Mr. Kennepy. You did not check? 

Mr. Bayuts. No; I did not. 

Mr. Kennepy. Do not certified public accountants check things like 
that ? 

Mr. Bayuts. Not a particular thing like that. 

Mr. Kennepy. When they sign their names and certify it is accu- 
rate ? 

Mr. Baytis. I still say I would sign my name and certify it was 
accurate providing I was not understating the capital. Pardon me, 
I mean overstating the capital. 

Senator Revercoms. Let me ask you this question: One of the items, 
the one about which we are talking on this exhibit No. 5, is the item 
‘cash in banks” in which you state $89,758.26. Investigation shows 
that in addition to that cash there was more than $17,000 in the Bald- 
win bank which is not reflected in that figure. 

(Exhibit No. 5 will be found in the appendix on p. 2160.) 

Senator Revercoms. Now, when you made up this statement of cash 
in the banks and to which you added that you hereby certified the 
correctness of it, did you have the amount in the banks verified by the 
particular banks? ? 

Mr. Bayuis. No, sir: I did not. 

Senator Revercoms. How could you certify that these people had 
this money if you did not have the cash in the banks verified by the 
bank that held the cash ? 

Mr. Baytis. When you say verified, I took it for granted that you 
meant verified by direct communication with the bank. How we did 
verify it was to compare it with the bank statement. 

Senator Revercomp. Is it not customary for a certified public ac- 
countant when he deals with money in a bank and makes his statement 
with regard to the cash in bank that his client has to go to that bank 
and have the bank give him a statement of the amount? Is that not 
customary ? 

Mr. Bayuis. I depends on what type of a statement you are certify- 
ing to. If we call it a certified statement, we do do it in that fashion. 

Senator Rrevercome. When you certify that this amount of money 
was in the bank and you did not check it with the bank, how did you 
know that it was less than all of the money they have, which is the 
pani ney you have been making here that you were safe so long as it 

vas less than the total amount? How could you know it was Tess if 
vei did not have the amounts verified in the banks ? 

Mr. Bayuis. I did not say I knew it was less. 

Senator Revercoms. What do you certify to and what does your 
certification mean if you do not know? 

Mr. Baytis. I certified that he had at least that much money in the 
bank. 

Senator Revercoms. How could you know? 

Mr. Bayuts. It was not any less. 

Senator Revercoms. Go ahead, sir. 

Mr. Bayuis. There may have been mor e, but there surely was no less. 

Senator Revercoms. How can you say that truly there was no less if 
you did not verify it by asking the bank? 
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Mr. Bayuis. Well, I say we verified it by comparing it with a bank 
statement ; the statement submitted by the bank. 

Senator Revercoms. I think that that is all. 

The CHamMan. You may stand aside. 

Mr. Ranp. May the witness be excused ? 

The CHatrman. The witness may be excused. 
. Mr. Calabrese, will you be sworn, please? You can remain here. 

The Cuatmman. Do you solemnly swear that the evidence you shall 

: give this special investigating subcommittee shall be the truth, the 
ih whole truth, and nothing but the truth? 
Mr. Caxasrese. I do. 











TESTIMONY OF ALPHONSE F. CALABRESE 


The Cuatrman. Please give your name and address. 

Mr. Cauaprese. My name is Alphonse F. Calabrese, 4614 Amherst 
Road, College Park, Md., and I am presently employed as a staff 
investigator of this subcommittee. 

t The Cuatrman. In the course of your employment, have you come 

| across certain documents pertinent to this inquiry? 

I Mr. Caxasrese. I have. 

The CHamman. Where? 

‘ Mr. Cataprese. While reviewing the files of David Spatt, now de- 
| ceased, at 1 Union Square West, New York City, N. Y. 

ie The Cuairman. What was his position and what was his connection 

| with this? 
| 








4 Mr. Caaprese. He was a former employee in the Quartermaster 
iif Corps who had some dealings with the contractors that are under 
i investigation here. 

( The Cuatrman. Including Mr. Schlesinger ? 

Mr. Caxaprese. Including Mr. Schlesinger and Colonel Shirley. 
The Cuarrman. What letters or what documents do you have? 





Mr. Caxvaprese. The first document is dated December 23, 1954, 
from Col. Louis H. Shirley, Deputy Quartermaster, United States 
| Army, Office of the Quartermaster, and it is addressed to “Dear Dave 
and Sol,” and copies are given to Mr. David Spatt, 1 Union Square 
West, New York, N. Y., and Mr. Sol Schlesinger, 14 Andover Lane, 
Lawrence, N. Y. 
| The Cuamman. The letter may be printed in the record, and just 
| give the substance of it. 
: Mr. Cavaprese. Briefly, he explains to him what he is doing with 
regard to his real estate. That is his home here in Garden City, N. Y. 
There is an accompanying letter that clarifies that. It is a letter dated 
January 26,1955. The name Louis H. Shirley, colonel, deputy quar- 
termaster, and it is sent to Mr. Walter C. Warner, 122 Poplar Street, 
Garden City, N. Y. 

In it, Mr. Warner is leasing Colonel Shirley’s property at 122 Pop- 
lar Street, and he advises him that: 

I have forwarded the leases for signature, together with the options as a part 
thereof to Mr. David Spatt, whom you know. Mr. Sol Schlessinger, of 14 Ando- 
ver Lane, Lawrence, is also authorized to act for me in the absence of Mr. Spatt . 
or on his request. 

The rest is details as to that. 
The Cuatrman. The letter may be printed in the record. 








ANA ss sett nes 
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(The letters are as follows:) 


HEADQUARTERS, UNITED STATES ARMY, EUROPE, 
OFFICE OF THE QUARTERMASTER, 
APO 403, December 23, 1954. 
Mr. Davip L. SPATT, 
New York, N. Y. 
Mr. Sot SCHLESINGER, 
Lawrence, N. Y. 

Dear Dave AND Soi: Enclosed are copies of letters to Warner & Hubbel, 
Klapper & Hubbel. Also enclosed is copy of my present lease. 

I appreciate your letter very much. I believe I have adequately protected 
myself in the options I proposed to Warner. He is penalized and I protected 
by the different options. 

I have decided that I will sell if he does not want to continue under my offer. 

Will keep you advised, and I know you, too, will look after my interests. 

Merry, merry Christmas and a happy New Year. 


Sincerely, iad tet 
uIs H. IRLEY, 


Colonel, Quartermaster Corps, 
Deputy Quartermaster. 


APO 403, January 26, 1955. 
Mr. WALTER C. WARNER, 
122 Poplar Street, Garden City, N. Y. 

Dear Mr. WARNER: Thank you a great deal for your letter of January 18. 

I have forwarded the leases for signature together with the options as a part 
thereof to Mr. David Spatt, whom you know. 

Mr. Sol Schlessinger, of 14 Andover Lane, Lawrence, is also authorized to 
act for me in the absence of Mr. Spatt, or on his request. 

I am glad to hear about the rug. I will write Hubbel, Klapper & Hubbel, who 
still act for me on the present lease, to advise Mrs. Corbett to remove the rug 
and padding. The Corbett rug has nothing to do with our negotiations. I have 
advised Klapper to request its removal at the expiration of her lease and to 
have the premises restored to like condition prior to installation. 

Both Mrs. Shirley and myself appreciate your kind Christmas and New Year’s 
wishes. We hope to see you come August when we return to the United States. 

We hope that you will enjoy the home during the coming 2 years. 


Sincerely, “a — 
us H. TRLEY, 


Colonel, Quartermaster Corps, 
Deputy Quartermaster. 

The CuHatrmMan. This concludes this series of public hearings, all 
that we had scheduled for this time. It does not conclude the com- 
mittee’s interest in and further inquiry into procurement practices of 
the armed services. 

There will be further testimony later. The committee stands 
adjourned. 

(Whereupon, at 5 p. m., the hearing in the above-entitled matter was 
adjourned. ) 

(Members present at the adjournment are: The chairman and 
Senators Mundt and Revercomb.) 
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IDEAL UNIFORK CAP Co, 


EXHIBIT 1 (a) = ITHK 25 


Due to the negligable amount of nonerenegotiable 


sales, the allocation of Costs of Goods Sold and 
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Exuzisirt No. 3 


Exhibit No. 4 appears in the text on p. 2133 
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SUPPLEMENTAL DATA 


(The following was subsequently submitted :) 
WASHINGTON, D. C., February 26, 1957. 
Re Colonel Louis H. Shirley. 
Rospert F.. KENNEDY, ESQUIRE, 
Counsel, Senate Permanent Subcommittee on Investigations, 
United States Senate, Senate Office Building, 
Washington, D. C. 

DEAR Mr. KENNEDY: I wish to express my thanks for your letter of February 2, 
1957, addressed to Colonel Shirley. I also wish to express my thanks to the 
chairman for directing that an opportunity be afforded Colonel Shirley to review 
the transcript of the hearing held by the committee on January 31, 1957, and to 
appear if desired. 

‘the transcript was made available by your office and has been reviewed by 
Colonel Shirley and myself. There are a number of things with which issue 
could be taken but, in the interest of brevity, I would like to mention only a few 
of them. 

I 


Mr. Paul W. Gritman, a former shipping clerk of the Ideal Cap Co., testified 
he took a box and a manila envelope to Colonel Shirley’s home on one occasion. 
This is entirely correct. This box, in fact, contained the two sample military 
caps which Ideal was required to submit prior to the approval of any bid. It 
will be recalled that Colonel Shirley, when a witness, was accused of failing to 
require Ideal to furnish these sample caps. Mr. Gritman’s testimony served to 
refresh Colonel Shirley’s recollection of this matter and also served to corroborate 
his prior testimony in which he insisted the sample caps had been submitted, as 
required. 

Besides the testimony of Mr. Gritman, the sworn statement of Colonel Shirley 
as a witness and now in afiidavit form submitted herewith we also have the 
supporting statement of Col. Victor A. Ishey, United States Quartermaster Depot, 
2800 South 20th Street, Philadelphia, Pa., who saw the two hats in Colonel 
Shirley’s possession while the latter was taking them from his home to the office. 
(See affidavit.) 

Colonel Shirley recalls that the manila envelope which accompanied the box 
delivery contained documents and data with respect to the sample caps. 


II 


Mr. Gritman testified that on the second occasion he went to Colonel Shirley’s 
home he took “‘a bouquet of flowers to Mrs. Shirley” and that these flowers were 
sent by Mr. Schlesinger. Colonel Shirley, Mrs. Shirley and their daughter, 
Judith Anne (12 years old in 1950), have absolutely no recollection of ever re- 
ceiving any flowers from Mr. Schlesinger in this manner or in any other manner, 
(See affidavit.) 

III 


Mr. Gritman also testified that he heard or knew that Mr. Schlesinger was en- 
tertaining Colonel Shirley and that Mr. Schlesinger had asked him to go down 
and “clean up” the boat, explaining that “Colonel Shirley was going out with 
him.” It is true that Mr. Gritman did not state that Colonel Shirley was on the 
boat but the implication is clearly there. The fact is that Colonel Shirley or 
any member of his family has never seen or been on this boat or any other boat 
of Mr. Schlesinger. (See affidavit.) 
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2162 TEXTILE PROCUREMENT IN THE MILITARY SERVICES 


F Mr. Schlesinger followed Mr. Gritman on the witness stand. It is unfortunate 
1 that he was not asked about these matters touching Colonel Shirley since they 
might have been explained or rebutted. 


H ef 

| 

: IV 

; The hotel reservations mixup has been partially clarified but not as fully as 
possible. It could have been stated that Colonel Shirley and his wife occupied 
i room 955 of the Governor Clinton Hotel, that Colonel Shirley’s father and 
a stepmother occupied room 954, that actual occupancy was indicated by telephone 
iP charges to both rooms. This evidence, obscured in the transcript, negatives 
1 previous testimony allegations that Colonel Shirley occupied a suite at the Savoy 
} Plaza on February 20 and 21, 1952, as a guest of Samuel Kravitz, who, inci- 
Va dentally, has advised me that it is not true that Colonel Shirley was his guest at 
| Bi the Savoy Plaza. 

ih Vv 

if The fact that the most detailed and painstaking analysis of the family finances 
i of Colonel Shirley has been made and completed with negative results hus not 


been testified to by any staff investigator. The results may be buried as an ex- 
hibit. It is believed that staff accountant-investigators, working for many 
months with Colonel Shirley’s complete cooperation, concluded that he actually 
suffered a diminution of net worth during the pertinent period. This crucial 
fact, which was the focal point of the investigation of Colonel Shirley is now 
apparently abandoned and left in silence. You will recall that I referred to this 


same matter in my letter addressed to you under date of November 19, 1956, It 
; is requested that this vital and exculpatory matter be treated either on the 
i printed transcript or in the final report or in both. 


The chairman of the committee has kindly afforded Colonel Shirley an oppor- 
} tunity to appear before the subcommittee and hear any comment or explanation 
he cares to make. I would like to take advantage of this opportunity. If such 
; appearance will disrupt the program of the subcommittee, I will be pleased to 
receive any practical suggestion for correcting the record and doing simple justice 
to Colonel Shirley. 
Sincerely, 
JAMES M. McINERNEY. 


Srate or Sourn Carona, 
County of Abbeville, ss.: 
Louis H. Shirley, being duly sworn, deposes and says: 
That I am a colonel in the United States Army and am assigned and resides 
with his family at Fort Lee, Va. 
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I i 


That on January 31, 1957, Paul W. Gritman, a former shipping clerk at the ' 
Ideal Uniform Cap Co. from January 11, 1949, until August 24, 1951, testified as ' 
to certain matters in which my name was mentioned. Among other things, Mr. | 
Gritman testified, in effect, that he made two trips to my home in Garden City 
(p. 71). That on one oceasion he delivered “a box and a manila envelope, and 
the manila envelope was sealed and the box was tied with cord.” i 

That deponent recalls this incident as having occurred early in 1950 and that 
the box contained two sample uniform caps which the Ideal Cap Co. was re- 
quired to make and submit for examination by the Office of the Quartermaster 
General and by representatives of the Air Force prior to any contract award. 

That during this period it was customary for deponent to travel from his home 


eee 


to his office on the train. That he was usually accompanied by Col. Victor A. ; 
Ishoy. That he has recently asked Colonel Ishoy if he remembered seeing the ) 
two uniform caps. That Colonel Ishoy stated he definitely recalled the incident | 


but not the date. Colonel Ishoy’s present address is 2800 South 20th Street, 
Philadelphia, Pa. 

That his testimony of Mr. Gritman, ironically, corroborates the evidence previ- 
; ously given by deponent before this committee on May 23, 1956. On that date 
the following coloquy took place (p. 1825) : 
} “Question. Isn’t it a fact, Colonel Shirley, that you never even received the two 
hats from Schlesinger? 
“Colonel SuHrriey. We did.” 
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Again, while still protesting that the sample caps had been received, Colonel 
Shirley was again charged with failure to procure them (p. 1826) “* * * and 
you did not even get two caps from Mr. Schlesinger. Yet you made the award 
to him.” Colonel Shirley. “* * * I say we did get two caps.” 

On a third occasion, nondelivery of the caps as required, was implied (p. 1826). 

“Question. There is not one memorandum in the file showing that the caps were 
ever delivered. 

“Colonel SHIRLEY. Well, they were.” 

That Mr. Gritman’s testimony serves the dual purpose of refreshing deponent’s 
recollection and also establishing that the two sample caps were in fact delivered 
by the Ideal Cap Co. 

That with respect to the manila envelope which accompanied the delivery of 
the sample uniform caps, deponent recalls it contained written data concerning 
the sample caps, perhaps the letter dated February 3, 1949 (see testimony, p. 
1825). 

u 


That Mr. Gritman also testified (p. 71) that on a second occasion he delivered 
“a bouquet of flowers to Mrs. Shirley, and I don’t know whether it was her birth- 
day or anniversary or what it was.” That these flowers were sent by Mr. Schles- 
inger. 

Deponent states that he has no recollection of ever receiving a bouquet of 
flowers for any member of his family from Mr. Schlesinger in this manner or in 
any other manner. That his wife is also positive in her recollection that she 
never received a bouquet of flowers, or flowers in any form from Mr. Schlesinger, 
directly or indirectly. Likewise, deponent inquired of his daughter, Judith Anne, 
12 years old (1950), and she has no recollection of any such delivery of flowers 
as related by the witness. 

III 


That Mr. Gritman also testified (pp. 71, 72) that he heard or knew that Mr. 
Schlesinger was entertaining deponent, and that Mr. Schlesinger had asked him 
to go down and “clean up” the boat, explaining that “Colonel Shirley was going 
out with him.” 

That deponent has never even seen this boat and was never on it on any occa- 
sion as a guest of Mr. Schlesinger or otherwise. That no member of his family 
has been on this boat and that there is no factual basis for any such statement 
or testimony. 

Iv 


That with respect to the two routine letters written on December 23, 1954, and 
on January 26, 1955, about the lease on his private home, the first was sent 
from Europe to Messrs. Spatt and Schlesinger and the second to Walter O. 
Warner, deponent’s tenant. That these letters were written almost 3 years after 
deponent had ceased to have any official connection with any procurement mat- 
ters in which Mr. Schlesinger might have an interest. 

[SEAL] Louis H. SHIRLEY. 

Subscribed and sworn to before me this 28th day of February 1957. 

/8/ WALTER HAGEN, Notary Public. 

My commission expires at pleasure of the Governor. 
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